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and Henderson 
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See also Far l!ast ; 'lar Cooditi0111 
Health report- 2/2l./4fJ •• • ••• • ••••••••••••••••• •••••••• 242 l 
lt\IDC, Dnida Cochran asks Pin&ent for confidential 

report oa. - 2/26/40... . . . . . . . • . • . • . . . . • . • . . . • • • • . . • • 32'1 
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1) lliaoussed with Chena See lfOok llJ., page 313 
ColOIIbia 

See Latin America 
Countervailing Duties 
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that work hitherto perfonaed by Bailioger eo-1ttee 
now be turned aver to Custo.a - 2/26/40. • • . • • • • • • • • • • • 332 
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Fiollnoing, Government 
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Allerican !liobaesy, Rio de Janeiro, reports Aranha 
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a) Aaerican Eiobasey, Rio de Janeiro, answer -
2/25/40 ... . . . .............. ... .. . .......... . 
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2/ 2l./ 1,/J •••••••••••••••••••••••••••••••••••••••••••••• 

Coatw 11101 oa poeaible oo.b1A1Ac ot all.Ud eovu1 ta 
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242 
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roreicn exobance law (new) - 2/ 26/ 40 • • •• •• ••• • • ••••• 
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FEDERAL SECURITY AGENCY 

WASHINGTON 

J'obrua17 21, 1940. 

Dear Henrietta: 

Theee are the letter• troa Dr. Louie L. Yilliaa., Jr ., 
head ot the comaiadon to China, about which ve apon 
the other nigh\. 

Bruce Xqne , the IWl who vaa aoat auiou to go 
haa bad t o coM hoae on account ot 1llne... He 1a 011 
hh wq back 11ow u d. probahl,y will han nen aore inter­
eating th1ngo to tell. 

You 11eed. 110t returD theoe copieo, and. you aq tell 
the Secretary ve will oend. othero fro• tiae to tiae. 

UteetioD.at ly, 

I 
I 

Mre. Henrietta S. llota, 
AaeiotaD.t to the Secretary, 
Departaent ot tho '!roao1117, 
Yaoh1ngton, D. o. 
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Dear Dr. Parran: 

ChWiikina, chioa 
ll-29-J9 

I have r adioed you our moveaente and a sketch of our plana 
as they took shape but have refr ained !roc wri tine as there was nothina 
defi.ni t e to report. Things are sQielfhat clearer noor. 

Our greatest difficulty n s in get tina the equipODent int o 
Kunming . And equipment here ia unbelievably scarce. Howard Smith 
met us at HongKong and his advice was valuable . I nformation the re 
from the Consul General, Mr. Southard, indicated that much difficulty 
could be expected from t he French Colonials in Indo China. Thia the 
French Consul also indicated . Therefore I sugrested that H01111rd caae 
as far aa Hanoi as be had a mmber of contacts there and i t was not 
&nown t hat lolr. Reed (our Consular repres entatiTe in Saigon) had 
established a Hanoi office. We were fortunate in having Howard as our 
t r oubles began when the boat docked at Hoiphong . Howard found a friend 
who cleared our personal baggage and got the equipment safely into 
customs. We went t o Hanoi (the capitol) and found Wr . Reed who cl eAred 
us with t he custCXDs - and it took t wo aore da.ya to get news of this 
clearance d own throueh the multitudinous officials unt il the goods 
act ually were f reed. lt then developed that t he train froc Hanoi 
connected (1 5 minutes) with that froo Hoiphong and we must wecl&e nearly 
a ton on board es baggage l So I trucked i t t o Hanoi la te at ni ght and 
fought i t on board in the mor ning . And i t was a fight. Their eyetem 
is to charge i t all as excess bag~age (except our bags 1st claes) on 
4th class , but one 01USt find a f&OE o f coolies and do i t oneself . .Uso, 
they are not responsible and b&Fr•s• must be guard81! , unloaded each of 
two night, stored, r eloaded i n the 11orning and watched throush 241 
tunnels . I t is a r ecognised custom t o grab du!fel and heave it out 
a wi ndow near the end of a tunnel t o a confedera t e at a strategic polbt -
and the ca rs are not liehted. So I contracted with t he China Travel 
Bureau t o get it and 114 throush, and i t was a rare experience. 

Once we reached China at Ho Kow we were aet by Or. Yen's 
repreaentathe and t hings were smoot her. I n KW\011ng Dr. Yen met 114 
u did Dre. Robertson and Dorrolle of the League of Nations and llr . 
Paul Meyer, the Consul Oeneral ifor the United Stat es . During the 
next week we met and discussed plana with the Oovernor of the Pr ovince, 
General Ling and all of his depart.'ll8nt heads and here in ChunaJ<ing 
with the Pre..ier and Chief of Finance, Or. Kung, as well as a brief 
presentation and fl't!etina by the Oeneralissilllo . The most profit.able 
discussi on here was with l!ad.am Chiang Kai-shek, who has a quick and 
keen mind and who 1e very i nterested. Of course Or. Yen is heart and 
soul with us, but i s (aa Balfour tol d me in Shanghai) just cOIUIIeneing 
t o get ularia buaineaa under way. He has f ormed an Anti41alar1a 

2 
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ca.ieeion ill Y- cc.poaed ot ' YIID&Deae and 4 Central Oonn.ent. Tbe Cbainlan ie a YlrT illtellleem induat.rialbt, n. llao (prooounced ._orr ee ill eat) who bee denlopecl a grNt intereat in 114llria control 
tor the eatire province. He ia the atronc un and hia presence eugure well tor the geJJeral program. 

In r- tbe extent ot aalari& and ite 'nletore (A. llin1aue, 
A. A. b,rre&uwl eilleneie, A. eulicifaeiee, and 1. 11D4aq11) ~ ratber 
well knCIIIII and it i e eetiated tbat 500,000 people in 'be south and westem portions ot the ProYince are eeriouel;y atteeted. Neither 
Balfour aor Yen hen defined the method o! attack except the aeneral 
proYieiON ot the ' ;year prot~ru which bqete a re-rch bureau (5 da;ya 
b7 cbair trca &1Q' point ot aceeu - Balrour 1e concemed -), a nlalber 
of bealtb stations, and a lire• qUU1tit7 ot quinille. 

$1,826,000 in National cu.rrency bae been appropriated but 
cannot be spent until llr. llao epprovee. He 1e to eoae extent enthu&iastic 
but be's a banker and ien•t eoilll to spend tlmda until be knon wbat 1e 
to ccae ot it. I therefore pointed out to lUa tbat the probl• on tbe 
road waa an -rgeJlC7 which should be aet 1 1 dhtel7 and tull7 b7 
aoequito control at the strategic tCJW~W aDd labor ~ - tor in tbe 
wet seuon aultiple land alidee close the rold. But, that the a-raJ. 
proYincial probl• was a three told one ot death rate, epidllllica, aDd 
lastl7, a eeneral eodemc rete which na retardinc tbe develop.ent or 
the people aDd indutrT• Tbe firat probl• can be Mt onl;y with 
quiniJle, not stored in , .. ,., nc, but made aYailable t o thoee who were 
acthel;y eiclc . llao has undertaken to eet up distribution centera 
throuab tbe 80 cooperatine he bee organised •ong tbe aore i ndutrial 
centere (tor other purposes) and tbrouah tbetl into the rural '"'' 
and baa thia WMk ordered tbe tiret 1-1/2 ton o! quinine. ltter 
aeetinc tbe death rate probl• it 1a propoaed that the re~ organi­sation aball defiM tbe 41{>ideaic centera and att•pt their control thro111h treet.ent, acreeninc, .ad aoae aoaquito controlJ and let paeral 
aoequito control be a later ctn.lopa<tnt. Tbe lllin tbilll is tbet U.,. 
ban atarte<l and are ~ IInder WIT. It 11 intereatinc to aote tbet 
tbe Dlltcb 1n Jan ban todq qre.d to let tbe CbilleH Oowea-t aDd 
tbe r- ProYi.Dcial Ooft~t be" qui.nine at a rate well bela. the urltet on tbe proaill that, i t aold, 1t would not be at a profit. Dr. 
Ten took part in diacueaioo. ot tbe aboYe procru and it is hie procru. 
Bal.tour - tbrouah cla;r before 711tlrda7 IDCI n••~ wll pleaaed with 
tbe WIT thin&• abapecl up. 

Dr. Tm baa apparentl7 ueed our cc-•nc aa a ~ to pr1H 
an extra appropri&tiOil deeiped to defftT tbe ~1•1 -t ot our 
tranaportation, boueill£ and .-pl~ ot :rvaac 4onon to learD 
aalar1a coatrol IDCI tben co into hie d~t 8114 * PI'OYineial 

• 
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Depart..ent. aa lllollaria control workare . Theae aan will be our interpretere. Later other a-.bere or the force will join ue tor training, expeneea to be borne by Dr. Yen'• appropriation. !'bia rel-• a considerable aua trca our ..Uoboent end I propose to utllise it in 1111tieting Anopheline control at at leaat one point on the western end ot the 8urlllan Highwq. I ebould like to do this for two priu.ry ~onat let, to lean erJ¥ reel good behind ue, actual control auet be under "71 2nd, to train JOWIG aen it is neceeear;y to haYe a control job under -.y. In addition, I belien the best method of reaeal'(lh 1B to cca~ence a job and tind out if the propoeed methode will work in any new loealitT• 

110111&1.b (near aw.&) haa been suggested and it it strikes me ae a good place we'll set up the field laboratory U!are and perhaps do t he control work there also. In tbie tentatin plen I'Ye sua&eated that their reae&l'(lb leboratory be &lao set up in eonjWICtiao witir01D'I u a teaporary location but continued there tor 2 78&1'11 till the Railroad 1a operat1ng at the proposed plece now 5 dqe trom nowhere . This i e stewing with SOllie eigne that it 111117 bear truit . 

In additi on to U!e aboYe, Dr. Yen baa aecured peraiaaion trca 
General Line, to detach tbe ProYineial Healt h Otricer tor 3 aonths and ban bim acccapan7 ue and learn llllllaria caotrol. He 1e Dr. H. Y. Tao, a D.P . H. !rca Hopldne and a nry capable ,.oung un. He ie now organis1ng the e%pedition, addin& wbatenr a..u neeeeear;y to our equiJ:Dent and getting the ear and trucks . Tbe letter can be done onlT thro~~&h gonrnatent. tor it ie almoet iapoeeible for a private eitisen to own a ear ae ..U gas muet come thrQII&h arrangement with governaent. .uter a 50 g&l.lon dna of gas land.a at Hoi phong i t costa $100 t o get it to Jtnmlng and only gO'ferment does it. 

Tbeir spirit here 1a fine . Medical achoole ban been boabed out or aiatenu t\lrthar Mat, eo tbq IIO'fed to Jtmwlng (10 of thea) aet up aud and t.bateb bal.U and doraitoriea, and an ~ engq6d 1A enthuaiaatieallT e&rl'TlAe on. Dr. F. F. Tainc had to _... tha National Jpid-.ic Bureau to KuoaiJI&. This Bureau ukaa nMrq ..U ot the Ano,yla and ..U China' s t;rphoid inoculation, ..U.pox necine, cholera aeraa, anti =an1ncoeoeeu aaraa and tox1A entitoxiA. Hie equipaeat, ucept cvlturia, an ..U held up en route and haft been tor -the. Ha'a eat­up a l aboratory with old karoeene tiM, beer bottlaa, l'8UHd agar, and an old utblatic boiler and 1a t urn1ng out a clau~ proclud. dq and nicbt in ~ _.iDI tuhioa. I thillk ..,_ Dick llarrl.on would lie- hia. JrT hat h orr to theaa people tor tbeir wcadartul aplrlt • 

.. ,.,. been NMiwd with great cordalit7 and han been ..... to fMl t.bat our cc.1Q1 b raallT apprec1.ated and tbat tlall adftDt.le 1a to be take of it. .u.o, tba !lana a-s ia &H1aiJII mater a1pdt1- u tba Jape ~ ...t took Jlan1Jic and thu cut tba oalT 
110\or road rr. Indo caw. - ~ oa- di.coat,j-- of U. He:!, I tog a. L tbia wuld ~ oGl7 tbe Ban& a-1 and tba lCIIC rr. • rte. 

• 
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U 7" appron tba c&MNl plaD I'" •u-.1 I lbould appreoS.\e a ndio trca ,..,_to tllat atteet. I naNt tbat lackiDc 
a latu addreaa JOU aeDI1 it to tM e-alate at lw.iiiC - U.,. will 
forward all lattera and eabl .. and obarp ov aooo.-t 1t •nHUT• 

• 

' 

111tll beat recorda to :rou and_, M-. 1D tile .._., I aa 

S1neoreq, 

LnU L. Wllli•a, Jr. (dpM) 

• 
• 

• 

, 

I 

·" 
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1C7 cl .. r Dr. Parru -

o/o '-ertcaa CoDaulate 
bacooa, ~ 
l••rT 8, lHO 

I bYe u'-bliebecl lwacl<tuartera at Chefaac on the r oa4 48 
ldloeetera below Maa«ehlh aacl about 40 ku abo,.. the border. 
Cbafaag 1a aaar the bea4 ot a Yall87 borclerecl '07 hicb •oua'-ina, 
population of cU;r about 2,500 aad of Yalle:r about 15,000. 
Chefanc ia the vorat aalaria place on the roa4 aa4 ao control 
bare vlll be the beat k1D4 ot deaonatratiou. lpleen ratea nov 
are 80~ and I ' • aura in the raiue t he rate i a 1~ - a b:rper­
andeaic center. 1'bere are atre .. a, hill aide ae~a. aa4 
pa44:r tlelcla in ancl near the tova aD4 thro'Qgbout the Yalle;r. 
All t :rpea of breeding p lace to etud;r aD4 vork on. '!he rate at 
~bib vaa ~. J'urtber aaat and at eY8n hlcber altttudee 
thay vere l9:C; 8~ aad 4~. 

!he ProY1nc1al health officer Dr. B. Y. Tao 1e vHh wo aD4 
will naaiu. Bh entoaologiat 1e bare aad three ;roung doctora 
and a hchnicl•. Later bh (and Dr. Yen 1 el Para at t olOt;iat (Dr. Y. !. Tao) will join ua and e atablloh bia t .. porar;r raaearch 
laborator;r in oura. I hope they 111\Y aake it poraanent. .Upr u ­
ent be baa no eq,ulpant - and it 1e bard t o get int o the count"q . 
I he,.. •nu .. ted t o Dr. llaltour (Rockefeller, J'ar bat , at Sbangha l) 
that wban Dr,' lw"t arri•• • be Yialt ua vlth a •lev to pick up 
vbara we lea•• off . Ye can aad will do dry oeaoon cont rol but aa 
erperiencacl - n obould be here to direct during the firat wet 
••--•· 'rbh 1o ooewbat 1D Hue with our Shanghai aad later 
~lJIC dhcu .. iono. We haY• aecured a coapoUDcl one aide of which 
baa two tloora. All CAZI al"p aad u ... on the crolllld floor ancl 
uae the aecon4 aa a lab. 'rbia 1a being p r o..i4e4 b;r the ChiD•• • 
OoPernaent and the S.Wbwa or local obi ef (tbia ia a Shan aection). 
Be ta vall educated (thoQCht not Jhcliah) aan of atrong ebarAOter 
vho holda t ba bl.ch, atddle, and low jnatice for 1111 i n Iicht an4 
ovna all the countr;r aide. Be baa aeat out the vord that all 
auat e.P.H to what we do aot •tter hov crar::r. J'or a week we vera 
followed ... ar;rvt..re liT a tall, aUnt, hillaan with an ancient 
blua4erbuaa - aa4 I atill think lw waa a caard of honor aD4 pro­
teottoa wppllecl Ull t he wilder trtblea becoH uaed to 1111 . !bru 
t he S..Vbwa'a eecre'-r;r I oecurecl a Chi- epeaktac lbaD u-oohool 
aater ae an taterpreter. le ' a nr:r etftoint bat I recret 
tha lack ot eoua4 aorta apperatua to preeer..-e a t.- teet of - of 
ua \hru a Chineee cloctor aa4 lbaD achoolaater at\apttac to cat a 
•4ioal hiator;r of a :roUIIC lbaD troa hh bl.aolt.-toothed, red-paiated, 
ltppecl, beattle aut ch.-tnc craa4 ... otlwr ; with tbe ..-ootteroua aid 
of tile aattn pop hU•. 

G 
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!raaapor\at1oll uuzpecM4ly 'bee- u ~te prc'bl... All 

,., well arruced, 'but the lo .. of WUBiDC oiat the road oYer which car• caae iD IUI4 aoat of the arr-.ceaellh bad to 'be repl-a io­
ad.equatel)- by 'borrowed aatoa IUI4 llot ellOQCh. I -• coapelled t o 
purchue u old r ord. coupe - olll)- car t o 'be 'boQ&ht ill :tlmaiac -
ud tour of the party ~ ill it o.,.r the road. . Alld. that r oad va.e 
Dot 'built t or o.,.rload.ed lieht care. Jlltteoei.,. repaire put it 
'back iD rulllliDC order but the two lorriu bad to be tabll apart IUI4 olle bu1H tron the two. ll..,ce tbe oece111ty of buying another 
truck here iD ~OOD. lD Rancooll l'Ye helD able t o coaplete 
lllld.ed equlpaeDt aod ban secured a. •-ll quaot1t7 of ·~arial0 

and pa.rh greell and ordered aore. !hil ve auet heYe thh aaaeoll 
tor the Job 11 a. d.eaoDetra.tion a.ad. ca.DDot be peraltted to fail. 
With pa.rh greell we cao •et aJl7 eaergeoq IUI4 catch up later with 
perauellt work a.od eo teach confidence to the youac aen. On the 
lOth ve go back a.nd probably vill not eo101 out until the end. !leva 
from ue will be elov as ve IIIUet be opportunhtl ill fiDding aOIMolle 
cominc out vho will carry a letter for local poetiDC ofteD t a.kea 
30 dqa. Mall rea.chea ue if ad.d.reaeed"~:/ o Dre. S. ! • !lag a.ad. c . .Tun& Sua 

SoutbveeterD Clinic 
L&ahio, l!.S.S., lluraa. 

Virea ahould be aeDt t o CoDaul at Xunaiac t o deliYer to ProYiDcia.l 
llea.ltb ld.aiohtraUoo who cao forward thru Southveetero !ra.oeport. 

In addition t o control work at Chef a.og , we will probably do 
oDe at llallgehih. .lleo, ve are coapletint~ a detailed ourYe7 at 
Loiwlnc (8 hours awq) which 11 the site of the Ceotra.l .Urcrat t 
Corporation • . It h vee\ of ua aDd Juat at the border •. llur7ooe 
there baa Mlar1a llOV. !here h ao .lae r ica.n doctor in charge of 
the hoepita.l alld. aa.ni tation. eager to control malaria.. !hey are 
tin&DC1DC the work &lid one or two of ua go o•er neryonce in a 
w~lle t o g iYI d.ireetioll to their ettortl. !ble wae r equuted ill 
C'b~ldac, t or t bia h the factory t het vaa acTed elnen huad.red aile• by cooliea. The~ assemble plaoea and are t o .eke thea (other 
than eacinea). !he aaaeably l ine will turn out the firat iD about 
twel Te dqa aod then, &\ leae t one a week alld. work up t o one a dq -
if tbe7 cootrol aa.leria. But oo x-. ~ lllarl)- all were lick, in­
clu41ac thol Ge~~era.l MIUI&ger. We,.,. ill aU tuted proper treatae!U 
a.od t heir aitua.tion ahould be under control illa& tev veeka. 

l'•• t old you of the great aaeiat&DCI we receiTed troa our 
:tlmaiac Collaul, ICr . Paul Meyer ; our treataellt at the huda of 
ICr . Bn¢1, the JlaDcooD Couul baa bean llO leaa &Dd hil able ud 
ch"rtul ueht&Dce hae helped •· 

Dr. Buh bu tabll hold llieel)- and h earr,.iac Oil a.t Cbataac tbe11 tev dqe ot 'II:T abllllCI. Be l e&rDI quiekl)- IUI4 ia an eDtlm­
liutle worker. Perholpe a b1 t too teaper-Dt.al tor a director 
but a d.epelld.able field worker with aan;r or1gilla.l id.eu. Be worb 
Tl ry vell wl \h \be Cbill .. e 4oetora, 

1 
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tD llallgoon I,.,.. tallcad our tba publ1o h ... l\h alhaUon wi\b \U director ICaJ. Da.,.ideon u4 with tba - d the Bareovt llu\ler Inetitute. !he7 confltw what I pielcad up ill lor\ll :t..r.a, that pacua 11 conetantlJ endemic in llallgoon, aore eo in Maru!ah,y, and that it 1• episootic aaon« tba rate in .-.or plaeee up to ••akhaa wbieb 11 betveiD Cblt&DC u4 Loiwin« u4 not our 6 ail .. troa China. Oppoeite 1•-kbaa ChiD& ie unioh&bited eo ao huaan caeee are fo1m4. I euapec\ field rate are i~ected and eooaer or later the cll6- aboul4 .,.ear on \be lover road. fba Cbllle11 ban a quaraotiDI atatioo at Waotinc on t he border &D4 are prepared tor troUble with a quaotit7 of plague T&Ccine wbieb ehoul4 control the huaan outbreak; froa the nt~:~ber ot rah eadlJ 11111 it h doubtful if it will be rtZq better handled than ill ~. Other d11eaeea ae111 to be <tUieacent at the aoaeot. Should JOU .S.Iire ae to vilit the Par laatero Bureau of the League of JlaUou at Siocapore, pleaee cable to that affect. I could flJ doVD in lebruarJ. 1 1a aot sure I could f1 n4 out more than Bovard S111\h nov lcoova ae to i h tUDC­t1on ret;ardlng poes1ble aatet;narde at llallgoon ehould the Bureau cloee, I feel that we will recei.,.e ade<tuate intoraatioo eurelJ ae lone ae Mr. BradJ 1a bere. Hie con tach eeea to be coaplete thronch­out the Bri tiah and lluraao admioiltrat1ona and be 1o held in hicJ>. ret;ard by all . Be 1a .,.err actin in cettinc ,;eoeral and epecific i~oraation and I doubt if anr epideaic could break out in :t..r.a without hil learning of it aa quiekl.T aa could anrone sent here apeeificall7 for tha purpose unleao 0111 tra.,.elled conatantl7 \broOCh the countrr. 'rhat 11 hardlJ 111ceeaarr, aa these people do not aee11 illcl1111d to hide their troubla epoh. '!'he Cbineoe Public Heal th 111n and clinic director• on the road fro~ Wan Tint; to ruoaint; do I 1a sure iMeati,;ate all outbrealce and report to Dr. Teo at Clraacltinc who 1 be lien would not bide it lll1leaa there were a 111tarr lipificance. 'l'hiJ certailllJ han not h1dden the •laria. 

Will report ~~«&in after later d~telopaeota. 
• 

(Siped) Louis L. Williaae, Jr. 

Louis L. Williaaa , Jr. 
Senior Svceoo 
Cblfaz~C 411 ti-Malaria Laboratorr 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

hbraal7 21., 19-'0 

1here i.e quoted belCIIf naw.m conta1Md 1D a :t.tter receiwd 
thia .orni.Dg 1'l'ca 11r. -r.n Berna, o.nenJ. Manacer, llatioD&J. MachiDe 
Tool Bn1ldara• A.seooiat.ion, conoern1Jig a d1.nribut1on by.,_,. 
m- ot unt1l.led orders 1'l'ca !oreicn eoarcea t 

• 

Bnllant!t 
J'ranoae 
Ja~l 
Ruad&l 

Total 

$33,372,387 
54,978,659 
16,063,694 
ll. 392. 816 
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TREASURY DEPARTMENT 

INT1t"..01'1'1Cil COMMUNICATION 

Mr. White • 

llr. Banaon 

Tabulation of annera to Inter-.&Mrican Bank qoest.io~re (elnen 
replies) 

a Bank inerea.se t.racle among lAtin American countries? 

NO - Ecuador 
Venesuela 
Panama 

YES - Paragua:r (possibly) 

Dollinican Republic 
Guat-Ja 
Honduras 
Salvador 
Haiti 
Nicaragua 
Colombia 

the Bank needed for eeuonal financing et.raina? 

NO - Venezuela IES - Nicaragua 
p- Paragua:r 
Tlc:e1 n1 can Republic 
Guat-11 
Bonduru 
Salvador 

IES BUT NOT SERIOUS - Ecuador 
Haiti 
Col.c.bia 

· nmlL<l the spread bet.wen exchange rates be narrowed b;r Bank enabling direct 
quot.at.iona? 

11 

NO - Ecuador 
Veneauela 
P.-

IES - Nicaragua 
Paragua;r 

YES BUT NOT SIGIIIFICAJft' - ColOIIbia 

Tic:e1n1oan Republic 
()Qa~ 
Bonduru 
Salvador 
Haiti • 

• • 
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Would a Banlc improve .cbaniea ot inter-AMrican J)a11Dtnte eignit1cant1TI 

NO- Venesuela 

"­
Ouat-1• 
llonduru 
Haiti 
Paraguq 

lES - Ecvador 
Salftdor 
ll1caragua 
Cola.bia 

'liould you 'IIIUlt a long-tera loan ot gold or exchange for currenc:y stabWution 
exclUI!Iin~ 

lES - Hicaragua 
Honduru (poeeibl)') 

12 

NO - Bclwl.or 
Vene111ala 
~ 
Dce1n1can Republic 
Salftdor 

Haiti (•J Deed it war ettecte bed) 
Colc.bia - $15 .U.Uon 
Paraguay 

Out-1• 

Do you need long-te~ dnelo~ntal loans? 

YES - Coloaabi.a 
Ecuador 
Venesuela 
Dom1nican Republic 
Honduru 
Haiti 
Sal-.ador 
Hicaragua 
p.,_ 
Paraguay 

INDIFFEREHT - Ouat=·Je 

Would there be a considerable TolWIII of priM ~rcial paper and ebort-tena 
Treuuey obligations that tbe Banlc could buy or rediecount? 

NO - Venesuela 
Paraguay 
~ 
Col<WMa 
Ouat-la 
Sal'fador 
llonduru 
Dce1.n:1can 
Haiti 

• 

• 
I 

IES - Nicaragua 
Bclwl.or (poeaibl:y) 

• 

• 

• 
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NO - Paracaa7 
ColcwMa 
SalYador 
PanaM 
Doll:inioan Republic 
lla1t.1. 
v-.u•la 

_,_ 

ns - 11oaracu 
llolldluu (poelibl)') 
OUtmsJa (bat DO ligDitiO&Dt obup 

in intenat rate 1IOUld be 
achieftd) 

Ecuador (poalibl)'. bat DO aigDitie&IR 
ohance 1.D i.Dtereat rate be 
aohined) 

Are reatriotiou on trmater ot tlmda ao attributable to ebortqe ot abort.­
tem credite. that w coul.d upect redoced reetriotiooa it abort.-tem credite 
1181'11 .ore neSJahlettt 

DS- Colo-Ma (poeaibq bat DOt dgDiti~) 

• 

• 

J 

' 
• 
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S, £, C, COMMISSIONER tiCK£~ HAS tXPRtSStD THE BELIEF THAT FORMER 

UNDERSECRETARY OF THE TREASURY HANES SHOULD BE DISQUALIFIED fROM . -
APPOINTMENT AS A. TRUST££ OF THI ASSOCIATED 'AS AND ELECTRIC COMPANY, --SENATCR NORRIS VAS ADVISED TODAY, 

IN A LETTER TO NORRIS, S.I.C. CHAIRMAN FRANK SAID A MAJORITY 

OF THE COMMISSION BELIEVES THAT THE FACTS INVOLVED IN THE CAS£ • Do NOT 

CONSTITUTE A STATUTORY DI SQUALifiCATION OF KR, KANIS, • BUT THAT THEY 

• SHOULD B£ ADDRESSED TO TH£ COURT'S DISCRETION IN CONSIDERIN' THE APP-

OINTMENT,• 

FRANK SAID HANES HAD ADVISED TH£ S,t , C, THAT THE DESIRABILITY OF HIS 

APPOINTMENT • WAS FIRST MENTIONED TO HIM BY A MEMBER OF TH£ 8ANKIN' 

FIRM OF LA2ARD FRIRIS• AND SUBSEQUENTLY BY orHtR PERSONS, •INCLUDIN' 

SOME IN BANKIN' AND INVESTMENT BANliN' CIRCLES, ANON' VHON VERt 

OFFICIALS OF TH£ 'UARANTY TRUST COMPANY, THE BANKERS TRUST COMPANY 

AND TH£ CHASE NATIONAL BANK. • 

EICHER, VHO HEADS TH£ COMMISSION'S DIVISION DtALIN' WITH R£0R,ANI2A­

TIONS UNDER THE CHANDLER ACT, VAS QUOTED BY FRANK AS FtELIN' THAT 

•THE EXERCISE or A SOUND DISCRETION APPLIED TO THE AVAILABLE FACTS R£QUW 

A FINDIN' OF DISQUALIFICATION, AND THAT THE COURT SHOULD B£ ADVISED ' 

ACCORDIN,LY, '! 

2/21 - -R201P 
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TMII: 811:C:I'IItTAI'IY OF' THII: TI'III:A8UI'IY ~~ "'1 

w ... o~ IP'~' ~ J 

_, dear Seaator llorrial 

Upoo ~ retwu to WubiJigton todli,Y I read the COPT ot 7011r 
letter ot Febl'IIIU7 14th to Cbail'Uil Fftllk ot the Seouri ties aDd 
Exoballge Coallliadon relathe to the Associated Gu aDd nect.rio 
case which ;roll sent u 011 Februar;y 15th. 

Lib ;you, I would ban been delighted by the appoiiitaent ot 
tha Securities and Excballge Co.aisaion as sole trustee 111 thia 
proceed.ill&. 

I.n the 111tereat or fe.imeaa, there ia ooa •tter which I 
nnt to clarifT. lour letter ia IIWICeptible to the illterpreta­
tion that tomer Under Secretar;r of the Treulll7 lluea 1Dquired 
or aT poa1 tioo prior to the tillng o£ the petition 111 b&nkruptcy 
on Januar;y lOth. 

I have looked through a:t recorda and to tba beat o£ ~ recol­
lection it was on Januar;r 11th, when I bad lllDch with llr. Buea, 
that he asked .. it I would ban 1UJ.7 objection to hie appo111taent 
u trustee. I told hl.a that I would haft no objacticm it the 
Court appoillted hl.a hilt at 110 tiM did I NJ' thet I would nc.­
Hnd hia to the Court. 

S111cerel¥ 70ilre, 

Secretaey or the Treu1U7 

Bon. Geor&e I . I orris, 

United Stataa Seaata 

• • 

• ... 
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., ...., .._._ lorn•• 

0,0. ., retua to .. ~ W., I ,_. * •P7 of JOV 
letwr of Mna17 14~ to Clalnu ftuk of tM IHvlU•• ... 
... .._. ao..lnloa rel.a\iw to tM u...taW 0.. ... n.et.ne - ** JOI& _, .. - , .... , l,._ 
~ J'Mo I ....U bltw ._ dall111W b7 tM app rtaw.at ot 

\be a.-i\iH ud lnbup c-iN1011 .. eole \Jw\ee 1a Ud.e ,... ... , ..... 
Ia tM 1awr .. \ ot fal,_,, \bltre 1e 011e •twr wlalela I 

_, to el.arl.tr. Iov la\\er 1e -upUllle to \M 1ahrp~ 
Uoa \bit\ foi"Mr o.der here\erJ of \1M 'rftNU)' !laMe 1 .. 1&1rM 
of _, poel Ua. prior to \be fU1., of \be ~t.i t.ioa 1a 'lle.Unp~ 
011 z ... , 10~ 

I '-'" loolted \brol&tb ., reeorde ud to \be beat of ., reeo)... 
leeUoa 1\ ... oa laa•~ ll\11, n. I bed l•ob w1\b b • .._, 
\bet be aalted M 11 I wollld baft ~ olljae\1011 to b1• appota-..t 
.. truW.. I wU los.. \bat I wol&ld baw 110 olljMUOD 1t \be 
Cov\ ar;"•W los.. liU a\ 110 u .. 41• I aq \bat I wo..U .­
.... los.. w .... Cov\. 
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., ............ m.. 

Opoa ., retlln \o Wu~ ~ I .... * leW of ,._ 
le\tol' of Mnuf 14~ \o a.t..- hull of tale lnwlUM ... 
....... Oo.leeloo 1"11&\lft \o tale .&eealloW ... _. lleetrlt 
- ftlell 7011 _, • oa ,.,.,., 1n~. 

folD ,... l ...U ..,_ .._ doll&IIW 'r tale qJit8t.oa\ ot 
tale Ill i'ltlM ud ......... o-!Ni• M Mle VU\M 1a Ulle 

~··••«'•· 
l8 tllol 18\eree\ ot tal_, tlloln ll - •\tor wtdell I 

_, \o elal'ltl• 1 .... le\tor ll -IIJ U~ \o tllol ll\oapao.._ 
u •• , fo ................. IJ' ot • ,.......,. .... ~ ... 
of., pooi\loa prior to \tie tu1Jic ot tale ,nlUoo 18..........,. 
_,_..,~ 
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!be HoDonbl.e 
Oeorp w. llorrle 
Ullited statu Senate 

hb"*7 20' 1940. 

In re: .Lesociated OU & Elecit.rio Corporation 
and uiiOCiated au & lleotr1c Co&lparo' 

111 dear Senator llarris: 

The ec-iellion baa 111011t care~ conllidered your 
letter ot Februar:r 14 to 11e1 with reference to the ap­
poinlaent ot J.!r. John Ranee u trulltee in bankruptcy 
ot A .. ociated Gu & Klectric Corporation and hu a.sked 
• to adv1M J"'Ol aa tollon: 

Prior to the receipt ot your letter, the COII!lliitsion 
had al.readT been advilled by l.!.r. Hanes ot the tact that 
the deeirabllit:r ot hia appointAeut as trustee wu tirllt 
Mntioaed to b:1a by a manber ot the banldng tina ot 
tuard Fl'erea and IIUbMqaenUJr by othar persona triendly 
to »r, llaMa, iAclnMng e.- in banld.:ng and ilml~t 
ben!c! ng circlee aong 1lbam nre otticiale ot the Guaz-­
mt:r 'l'ru.t Cc.pm;:y, the Bankers Tn.at CoarpariT and the 
ChaM Naticaal. Bank. He bad aleo &drilled ue tbat be 
wu taTOred by )!r, Roger llbitetord, prellident ot Allaoci­
ated Gu & U.Ctrlc Cot poration, wbo bad tbeo recentq 
bee ude prendeot ot tbat ca.p&z~;T at tbe 1:lat.lce ot 
tbe si.tare and a brotber-in-t.r ot !ll'. !lop-. fbe 
C:C.Uesion alao 11 ave ot the tact that 111'. H.mee ,... 
t~J.¥ eogaged in the inftlrtaent banking buainHa. A 
ujorit:y ot the Coamiarlon bel.iefte that tho• !acta do 
not aonatitute a AatutOJ7 d18qU&lit1cation ot Ill'. Hmee 
u oae ot tba trullteae, bitt are taeta which llhoul.d be 
addreall&ll to tbe oovt• • diaaretion in oonaidaring the 
-wointaent ot Ill'. !laMe. Accord' ngl :r 1 the o-ieeiCIIl 
baa llppl'1aad tbe court ot tbaee taete, a aop:r ot :roo:r 
letter or "-bruar:r 14 henna been dell ...reel to tbe 
oovt. 

lVv 'we ot the <=-'es1CIIl ~ tllat1 n-
1111 - al:rMd;r _.. ot tbe hot& ~ aaTaWcl, 1llere 
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1.• no ~ tor IIZl:f turtber 1D'f .. Upt1oc, a1oDc tM l.in8s 
wae.W b:y ;you., with retennoe to th8 tact• reported 
b:r llr. JCroOic, 

ec-isllicaer Eicher, who 1e llpaD80Z' at th8 IW­
or&IIDhatioc Di'fisioc that carriN a.at th8 c-hsion•s 
t'lmct.10118 under tbe Qwxl!er .&1Jt1 un M to NCGrd Ilia 
bel1et that th8 aarc:1• of a eCNDd diec:Nti.OD applied 

• 

to th8 anneble tacte requ1ru a t1oc!1oa at dilcp•l1-
t1cat1oc, .00 thet the court lhCNld be ed'fiM ace~. 

• 

Je%'01111 11. Prw 
Chai.run 

• 

.. 

"· 

\ . 

' 

I 

• 

• 
• • • 
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TELEGRAM SENT 

GRAY 

February 21 , 1940 

7 p . m. 

AJ.!EMBASSY 

RIO DE JANEffiO (BRAZIL) 

36 . 

WE mEt with Francis WhitE today and rEviEWEd tht status 

of tht Brazilian dEbt offEr . Tht Council is still of thE 

judgmEnt that thE of ftr in its lattst form is still not 

adtquatt and would afford comparativtly grtattr considtration 

to tht holdtrs of sttrlins than to thE holdErs of dollar bonds . 

Whitt quit£ dEfinitEly is of thE opi nion that thE Council 

could not makt any positivE rtcomrltndation to thE bondholdtrs . 

ThE Dtpartmtnt has fully EXplainEd to thE Council that 

this offtr is ont that tht Braziltan GovErnmEnt has shaptd up 

itsElf and is not to bt rEgardtd ao a ntgotiattd stttltmtnt . 

I~ has EXplainEd why in its judgmEnt thtrt art strons rtasons 

for ~garding tvtn a comparativEly ~:satisfactory offtr ~ 

stEp forward , . Movtd by thtst consicftrntions it has said 

to tht Council that if thE Brazilian Govtrnmtnt wtnt forward 

with thE offEr , particularly if thE Braz\.lian GovEl'TIIIItnt would 

improvE its ttrms on thE vital point EXplaln td btlow, it might 

considtr rtqutstins tht Counoil to abst~in ~rom oommtnt on t ht 
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offEr and mErElY statE that it undErstood tht offEr to bE thE 

unilatEral offEr of thE Brazilian GovernmEnt and it would not 

undtrtakt to advisE tht bondholdErs 1n rEgard to it , WhitE 

statEd that should wE makE any such rEqUEst of thE Council, 

hE would discuss it with his ExEcutivE CommittEE; in that 

contingEncy thE DEpartmEnt would usE its bEst influEncE, 

ThE prospEctivE offEr as it now stands has ont leading 

fEaturE cErtain to givE risE to dissatisfaction and criticism 

1n thE UnitEd Statts . You art thErEforE rEquEstEd to bring 

this aspEct of tht quEstion bEforE thE Brazilian officials 

with emphasis and thoroughnEss and to continuE your Effort 

to sEcurE a modification that will bE mort satisfactory, 

ThE DEpartmrot has in m1nd tht rElativE trtatcrot of thE 

SECuritiES in GradEs I , II and III , You know of coursE thE 

prEpondErant AmErican inttrtst in GradE III , It is ftlt 

that thE proposEd trEatmEnt of thEsE gradta is not 1n 

corrEspondEncE with thE undErlying EquitiEs and that thErE 

is no basic rEason for rEtaining thtm bEcausE thEy wErE 

EstablishEd in thE original ArnnhA plan, ThE sc urit1Es 

i n GradE III rEst upon thE full crEdit ot tb£ Brasilian 

GovErnmEnt bEsidEs possEssing spEcific plEdgEs 1n EVEry 

instancE , It is thErEforE 'moat difficulb to f1nGJuat1tication 
; 

for thE markEdly bttttr tErmS offErEd tht 'WCCuritl':a iD • 

Gro.dEs 
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GradEs I and II . ThE £Xtrnt of thE compQrativE favor 

shown GradEs I and II is bornE out by thE following 

calculations , thE full wEight of which i s a.ll the morE 

clEar sine£ thE Sao Paulo Cofft£ Realization Loan is only 

a. StatE security and not ont of thE Federal Government . 

According to our calculations , 92 stpa.ratt loan issues would 

bt scrvictd undEr th£ plan. ThE principal of thESE 92 

issues totals approximatEly G996, ooo, ooo . Of thtsE , the 

Sao Paulo CoffEE REalization Loan makEs up G44, 000, 000 or 

appro~tEly 4i pEr cent of thE total principal or th£ 

33 

bonds involvtd . Under tht schtmt of payment now proposEd, 

howcvcr , thES£ bonds would rtceivt a.s interEst and amortization 

approximately $3, 200, 000 out of a total servict that would 

rangE i n differEnt years from approximattly $16 ,000 ,000 to 

approximately $19, 000, 000. In othEr words , bonds making 

up 4 . 5 pEr cent of thE total principa+ would rEcEiVE 20 

pEr otnt of t ht total payments a.nd of thE forEign txcha.ngt 

providtd . Tht AmErican holders of FEdEral securi tiEs and 

of othtr Brazilian StatE sEcurities arE apt to b!litvt this an 

overpaid position in compQrison with thE tErms accordtd to them. 

ThE same conclusion is indicated whrn it is rtmmbtrEd 

that thE prospective plan calls for thE UBI 1n amGrtizo.tion 

of thE sEcuritiEs placed i n GradEs I a.nd II of o.pproximo.ttly 

22 pEr cEnt of thE total exchange to bt remitted. ThEsE also 
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go prEpondErantly to thE holdErs of stErling stcuritita. 

ThE DEportmEnt grtatly hopEs that thE Brazilian 

GovErnmEnt will apprtciatt thE cltor advisability of mod­

ifying its offtr t o rtctify this situation. 

Tht wholE offEr would bt otrtain of morE satisfactory 

rEctption hEr£ if tht FEdEral loans in Orad£ III r EcEivEd 

as good trEatmEnt ae th£ FEdtral lonna now in GradE I 

and if port of tht tunds now allocatEd for o.mortizCltion 

in GradES I and II WErt distribUtEd tithEr as intErESt 

or amortization to includE Gradt III loC108 on tErms not 

ltss fClvorablE than thosE tto~ivtd by any Brazilian issuE . 

Finally, I btlitvE that it would bE prEfErablE if 

thE plClO nErE for thrEE ytors instEad of four , tht annUCll 

seal£ of paymEnt bting modifiEd so that thE paycEnt i n thE 

third yEar would bt tht sam£ as now bting discussEd for thE 

fourth y'tor. 

HULL 

EA:HF: LWW RA 

' 
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DEpartmEnt ' s 36, FEbruary 21, 7 p . m. 

ThE Cnuncil has outlinEd thE tErms on thE basis of which 

1t will makE a favorablE rtcomm£ndat1on to thE bondholdErs 

as follows : 50 pEr cEnt of thE contractual intErEst on thE 

FtdEral bonds ; 40 pEr cEnt ot thE contractual intErEst on 

thE StatE bonds; 30 pEr cant of thE contractual intErESt 

Gn thE muni cipal bonds, and thEy hopE to htlvE CEara i ncludEd 

1n at lEast thE lowEr catr:gory of thE municipal bonds .-

ThE Counci l also statEs that i t would prEfEr that th£ 

abovE offEr bE madE for two yurs rathEr than for four o 

EA:I:!F t l.WW RA 

HULL 1'11 
0 

) 
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DimtoD td ..... , , .. , .... 

'fl I Lj ' 5 9 ' 

Proposed Agenda lor Conterenoe !o Be Beld ID !he !reasurr 
Pebruar7 26 on Gold and BUYer 

8UlOWI.Y or AGDDA 

l. lhat is the problea taoiDC the Treasurr in its gold 
poliort 

2. h it desirable t o reduoe t he now ot gold 1Dto the 
Un1te4 StatiST · 

3· Baa aD7 aeaeure to reduoe gold intlowe been suggested 
whioh ie praotioal, etteotiTe and expe41entt 

~. Should anr other ao41tioation ot our gold polio7 be 
made at this tiaet 

5· lhat preparation, it &01, should we aake tor possible 
•oditication ot our gold policr in the tataret 

6. Should we take an7 action with respect t o the existinc 
tripartite understan41A(t 

1. 

2. 

4. 

5· 

6. 

sunr 

Should the United Statee oont1Due t o purchase toreiCD 
SUTer? 

Should our price polio7 with respect t o tore1gn sUTer 
be ao41tiedt 

Should our polio7 with rnpeot t o si.lTer eeigll1orac• 
be ao41tiedt 

Should anr etepe be taken b7 the !reaeurr to prepare 
tor reconeideration ot the doaeetio eilTer purohaee 
poliort , 
Should ao7 etepe be taken to inoreaee the aonet&r7 
use ot eUTer 1D foreign oountrieet 

0&11 tba !reaeurr 1D1t1ate anr prosraa deliped to 
1Aorease the 1Adutr1al use ot eUTart 
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DiYision ot Monetary Research 
U. 8. Treasury Departaent 

Proposed Agenda For Conference To Be Held In The Treasury 
February 26 on Gold and SilYer 

GOLD 

A. WhRt i s the problem taoing the Tr easury in its gold 
pol1cyt 

1. Growing publi c ooncern over our gold holdings 

(a) Increasing public critioism or present 
gold pol ioy (Memo No. 1) 

(b) Increaaing Congress ional ooncer n over 
gold (Uemo No. 2) 

(c) Possibil ity of gold policy becoming one 
ot the major issues ot oom1ng campaign 

2. Increasing excess reserves and •oheap money• 
policy 

( a) 

(b) 

Is there a danger of "inflat i on•? (Kemo No. J) 

Etteot on interest rates and bank earnings 
(Kemo No. 4) 

(c) Effect on public •confidence• 

Depletion ot gold holdi ngs in forei gn countries 
(Uemo No. 5) 

{a) Prospect s or continuing inflow into the 
United States {Kemo No. 6) 

(1) From other nat i on's present holdings 

{2) From new production 

(J) From countries having ett ectivP ex­
change controls 

{4) From countri es not having ettectiYe 
exchange controls 
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4. Coat to the Unlted State• of gold aoquiaitiona 
(J(eao No. 6) 

(a) Of m&intalning our present holding• 

(b) Of continuing gold aoqu1ait1ona 

(1) From domeatio alne aouroea 

(2) rrom foreign oountriea 

a. Capital •o•e•en\a -- 1' Depoaita, 
2' Purohaaea of Aaerioan aeouritiea, 
3' Sale of foreign aeouritiaa bf 
Aaerioana, ~~ Reduction of American 
balanoea abroad 

b. Balance of trade and aenicea -­
interest paraenta -- 1 reaidual 1 

5· Is there anr prospect of deaonitization of gold 
in the foreseeable future! 

(a) Ie it llkelr that &nf countrr wlll retuae 
to accept gold? 

Signitioanoe ot the gold polior ot the 
Scandinavian countries during the laat 
war (Keao No. 7) 

Significance ot the tact that no important 
oountrr baa e•er (i.e., in aodern tiaea) 
oo11pl etel·f exhauated ita gold atooka (Ke•o 
No. ~) 

(b) Can anr important oountrr adopt a permanent 
polior deaigned to preYant inflows ot gold? 

(o) Ia there anr Yal id reaaon to antioipate that 
gold wll l cease to be widelf uaed aa an 
international aad1ua ot ezch•ngat 

~ 

(d) Ia the poaalbllitr ot deaonltlzation ot gold 
lnoreaaed b7 monetarr and trade practioea 
whloh ourtall (without ele1alnating) the uae 
ot gold in settling lnternational balano88t 
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Kn•l• .r ._.._, ......... 

V. 1. ~ hpartaeat 

(e) lbat OCIIl1equeao•1 WIN14 follow With re1peot 
to our gold pol1or lt lold nre to be u1ol 
.. o& lo11 lD 1ott11ec 1atornatloD&l b&laaooo 
althoup lt no ooatlauod to be uoed to •••• 
extent b7 .... oouatr1oot 

(a) 

(b) 

nbgt tht tlow qt co14 1a'o thl 

!IIOI!'I&Illlg IXOIII I!'IIOI!'YII (K .. o Jo, 9) 

IDora&llDC or1t1o1 .. aaalll•t froaourr ..ao­
tarr pol1or (K .. o lo. 10) 

(o) Depletion ot gold hol41DCO ot torollll oORB­
trlol (Me .. lo. 11) 

(d) PolllbUltr ot ooon .. lo 1011 ln tho ozohallgo 
Of lei!'TlOII for gold 

( •) J:ttect on the e&rDlftC ponr ot the 'blnk1 
(K .. o. •o. 12) 

(t) J:tteot on our net barter torao ot trade 
(Ko•o lo. 1)) 

(g) Reduo11 tho po11lbUlt7 ot traaoterrlDC to 
Allerloaa oner1h1p 1eour1t1e1 &Dd propertr 
now hold b7 torelgllero (._ Wo. 1") . 

2. .t.dT&Dtacel ot ooatlllulac 111now ot gold 

(a) 

(b) 

Pro. Uon to our ooourltr .arkeh ( .. •o lo. 15) 

J:tteot 011 our lllteraatloaal o .. petltltloa 
pooltlon (K .. o, lo. 16) 

(o) ltteot on •oaer rateo 

(d) .Uil1taaoe to gold holdlllg &Dd gold pr~ 
4Dolng OOUIItr1oo. 
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C. Bat M' IHturt to ndvet col4 1pflon been 1U11ftt\t4 

Jhloh 11 praot1oal. ttttot1yt and llpt41tnt! 

1 . J:abargo on gold lllporta 

2. Re4uot1on 1n the pr1oe tor gold 

(a) through independent aot1on 

,. 
4. 

6. 

1· 

(b) Through 1nternat1onal agreeaent 

Inoreaee the epread between the buylng and eelllng 
tor gold (Meao Bo. 17) 

Reetr1ot1on 1n the prod•ot1on ot newly a1ned 
gold (Meao No. H!) . 

8egregat1on ot monetary gold troa non-aonetarr 
gold by 1nternat1onal agreeaent (Keao Jo. 19) 

Reetr1ot1on ot oap1tal 1ntloWI and proaot1on ot 
oap1tal outtloWI (Keao. No. 20) 

A progr- ot tar1tt o••r-all reduct1one to 1n­
oreaee laporte (Keao No. 21) 

~. J. prograa of torelgn lending (Memo, Jo. 22) 

10. 

11. 

Iapoa1t1on of eabargo on export• ot aun1t1ona to 
countr1ee engaged 1n warfare (Keao No. 23) 

Other aeaeuree to reduce the extent ot our 
ta•orable balance ot payaente (Keao No. 24) 

D1tor1a1nat1on 1n our purobaeee ot gold (Keao 
No. 25) 

(a) Unilateral act1on by the Un1ted 8tatea 

(b) J.oUon undertaking 1n oonoert nth aoae 
other go•ernaenta 

D. Shoul4 &Ill otbtr wod1t1oat1op ot 9\lf sold pol1or bt 
aade at th1a Uat! 

1. Reatorat1on ot pr1Y11•1• ot unreatr1oted oon•ert-
1b111ty of ourrenoy 1nto gold, and the rlgbt 
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to hold gold ln oolne, oert1t1oatee, or bullion. 
(Keao lito. 26) 

letabllehment ot a tree gold aarket. 

Utlllzatlon ot eo.e ot the gold 1n the Stablllza­
tlon J'un4. (K .. o. lito. 27) 

4. Proposal t or 1noreae1ng the aaount ot •tree• gold 
available t o the treaeur:r tor varioue purpoeee. 
(llemo lito. 28) 

Ceeeatlon ot our pollo:r to bu:r all gold that 18 
offered at *35 and to bu:r onl:r oertaln klnde ot 
gold. (llemo No. 29) 

(a) litewl:r a1ne4 gold 

(b) Gold t roa oertaln oountrlee tor eoona.lo 
reaeone 

(c) Gold purohaeee ae part ot eoae epeolal 
oollllleroial arrangement between governaente 

6. To promote the uee ot gold ae a neoeeear:r aonetar:r 
reserve and ae a oiroulatlng aedlua b;r lnternational 
agreeaent. 

7. Speolal t&Jt on neW'l.;r alned doll81t1o gold (Kuo 
lito. 30) 

I. Jhat prenerat1on. it epy. QAD we g4 ahoylA n •••• 
tor pottiblt ao41f1oat1on of cold altuatlopt 

1. 

2. 

4. 

Ie it deelrable that the world gold pro~otion 
be ourtalled at thle tlaef 

Should we b811n t o plan now tow.rd a re~otion ot 
neW'l:r alned gold atter the warf (K..o lito. 31) 

lhat are the proepeote tor the 4evelopaet ot 
an unfavorable balanoe ot pa;raente tor the 
United State• 1n the toreeeeable tuturef 

lhat etepe ahall the Treaeur:r take it lt appear• 
that a war boo. 18 tasaea' 1n the Vn1te4 8tateef 
(JleM lo. 32) 
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5. What a4Juataenta, 1t &ft1, ahould the Un.ltad Statea 
aake to her inoreae1nc oredUor poe1t1on ar1e1JIC 
from reduced foreign 1nYeatmenta in the United 
8tat11T (lliDO Ro. 33) 

6. Should •• be concerned •Uh further 4o't1Dard 
DOY1aent1 1n the Cana41an dollar! In 1t1rlln81 
(Keao lfo. 3•> 

7. Should the prepared b1ll proY141ng t or 100 percent 
reaerYel aga1nat foreign depoeltl be reY111d! 

S. Should we el 1a1nate the Tr .. 1ur7 charge ot l/• ot 
l percent tor the bu7lng and selling ot gold! 

r. 8hoMld we t!ke aoz aot1on w1th respect to the ex1at1ng 
tr1part1te underat&nd1ngT 

l, Shall an athapt be aade to extend the tr1part1te 
undtretan41ng to Latin Allerioan countries or to 
other neutral national 

2. Shall an at tempt be aade to extend the co~~prlhen-
11Yenesa ot the agreeaent aaong ex1ating aemberaT 

B11Ytr 

A. Should the Trt!lllJ'Y continue to Purohall tcrt1cn aUnrT 

l. 

2. 

Shall we continue our pol1c7 ct aakiq speolal 
arrangiDeata with oertaln oountriea to aoquire 
their neW17 ained production! 

Should an atteapt be aade to 41eor1aUiate Ul 
oar pa.rchasll agalnat allYer troa certain 
oountr1eaf 

Shoula a 41st1not1on be aadt 1n our paroba••• 
between aeWl7 auaed a11Yer and other aUYerf 

• 
• 
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B. @otal4 ow= prlot polltJ 11th rtaput to tor•'n allyer 
be aocUflt4? 

c. 

1. 

2. 

4. 

Should we trr to koop tho prloo ot torolgn ollYor 
a tablet 

Or, ehould we a1ll at a rate ot pur~••• 1rre­
epeot1Ye ot the reeultant prloet 

Shall the pr1oe ot e11Yer be gradaallJ pera1tted 
to deol 1De until 1t no loacer needa fre..urr 
eupporU 

Shall the tax on trading e11Yer prot1te be re­
aoYedt 

1. Shall e11Yer oert1t1oatu be 111ued aga1Det aDJ 
ot the e11Ter ee1gn1oraget (Keao lo. J~) 

2. Shall leg1alat1on be aought to el1a1nate e11Yar 
ae1gll1oraget 

). Shall the present pol1oy be oont1nuedt 

D. Should 'PI 1ttpt bt taken bx tht ZfttiU£Y to prtpart 
for oonalderat1on ot dqaettlo •11Jlr parob&•• pollort 
Keao lo. J6) 

1. Should p1 tttpt bt tHtp to J.Jor-t tht 1•• of 
woa•tarr •lly•r 1p for•'rn oouptrltt? 

1. 

2. 

through the lnatru.tntalltJ ot the propote4 
lnttr.Aatrloan bank. (Keao lo. J7) 

fhrou&h apeolal arranc-enta with tUnr.procluoiDC 
oountr1et? 
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Re7naud received a delegation ot war Tlterane 1 repre­

sentatives this noon whioh he utilized to ieeue one ot hie 

usual oontident public statement• on the etate ct the nation'• 

tinanoee. Hie coamunique den,.ihg that war elgnitied tlnanolal 

ru1.n oited the following 1 taote 1 a the Talus ot the trano on 

the Hew York tree market haa riaen reoentlT troa 4e. 40 to 

"·eo to the dollar; IU'IUIIItnt bond aubeorlptlona which 

totalled 2,200,000,000 ln Septeaber and 5,300,000,000 ln 

October reached •an average ot aore than 8,000,000,000 ln 

December and JanU&rJ 1 ; the exoeaa ot aavlnga deposita over 

w1th4ravale hae risen troa :500,000,000 ln Ootober to 

626,000,000,000 in Noveaber 686,000,000 in Deoe8ber an4 

710,000,000 in J'ann•'7: the cUaoount rate ot the Bank ot 

J"ranoe hal been -.lnta1ne4 at 2$1 lwblch il the lowest in the 

world exoept thoee ot the United Statee and Switzerland1 ; 

l'renoh rent., attar a aubetantlal drop at the beginning ot 

the war haTe entirel7 recovered their loee ~without &D7 

e~port troa the rente• tund1 ; in the aidlt ot war a oiTil 

I 
budget ot ao,ooo,ooo,ooo hae been balanced; 11n epite ot 

Sii&DUO purohuee abroa4 oar reeene ot gold and toreip 

embanp i1 U..Oet equal to what 1t wu at the beg1nn.1ns of 

the JMl" thenkl to the repalriaUoa of OIIP1 tal 111Lloll 
~ 
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be(1an1a1 1n Joyeaber 1038 hae oont1Due4 eiaoe the bes•aa1•1 

ot the war•: toaorrow'• Bank ot J'ranoe etatement will ehow 

that 7,000,000,000 ot the 2&,000,000,000 authorized adTanoe 

re11a1n untapped. 

Todq I bad luaoh asa1n with R1et. R1et, l..1ke the 

oyerwbela1DI aaJor1tr ot rrenohaen todaJ 11 deterained that 
. ' the war eball be carried on to t1nal. T1otol'J'. He onoe aore 

Toioed h1e grow1ftl conrtot1on that the longer. the war goee 

on, the greater 1e the probab1l1tr that after the war pol1o1ee 

ot autar~ Will be brought on bT the eheer pressure ot "'ate 

and o1roumstanoes, rather than by deliberate intention to 

brins them on. Be said that in T1ew ot h11 11te-lona 

detenee ot eoonoa1o l1beral1ea, th1e oonT1ot1on wae particularly 

eadden1ns to b.1JI. Incidentally, he ea1d he Tery muoh teared 

\ 

that 1D the next era (oa1ee1on) peaoe the .&aer1oan progru 

ot t~eeaente would find hard eledd1~- and he 11 a 

etaunoh defender ot this progru. 

Dar1ns the put tnr 4&7• ~· qu11t1on ot Reynaud 1 
• 

ret1reaent hae reached liTeral 1orieee 1 • In d1eouee1ns th1e 

R1et remarked that he felt 1t would be meet unfortunate 1t 

Reynaud were to retire, a• the&e really 11 no one who oould 

adequately replace h1ll. R1et hu been a etrong eupporter 

ot Reynaud'• aa,Jor t1nano1al. pol1o111, altholllll bl 11 DOt 

a great adairer ot h1a pereo~. ll1et ea1d tlat ooatruT 

to h1e earlier ~ee1oDI ot tale procreee ot eliPOI'tl tree 

J'ruo• 
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huoe reoedlf, Al.pha!ld told ~ that afhr 1:he eaUefao­

t or.r t.proT .. tnt tor 1:he aontha of loTtaber aD4 Deoeaber, 

the figuree tor Juuar,r are 1dieoourag1q•. Ke eaid that 

this failure to bring about tbl Ti tal inoreaee in J'renoh 

~rte~ 1e due 1Jl part to the old probl• ot 1aoJt of 

eklll ed labor - t he J.rrq ie not Villlng to releaae ltlf 

aen tor 1n~uetr.y • and t o t he rationing ot import perm1te 

tor essential raY materiale, which rationing ie or course 

activated b7 a desire to pruerve t ore1gn exchange tor 

eaeential 1mporte ot armaaente. 

The reaponeible Al.lied authoritiee Will, it ie preeuaed, 

be pl&(aed on an inoreae1ng scale b7 t his 1neTitable conflict 

tor pr1orit7 between araaaent needl and requirement• ot 

raY aater1ala tor the export 1nduatr1ea, when tht7 suet 

eo oaretul.lJ hue band t heir gold and exoh.ange ree.ee. 

I aalt.ed R1st about the purpose ot the nev financial 

blook.adle co-1uion, ot Yh1oh he hat been ll&de chairaan. 

He said that h1e K1D1at er, Pernot, aalr.ed t hat 1t be eatab­

llshad 1Jl order to facil i t ate etforte to oheolt on the 

aourou ot German foreign exchange and to bloolt it it pos­

sible. He aaid t hat the aouroee to be oheclr.ed include auaa 

obtained 1nd1reotl1 through Geraan OOJIPeneaUon trade Vi th 

neutral• 1n Europe and p.,...nte bei ng a ll4t to Latin .btricu 

oonntrlea on pre-war bbta to Gel'II&DT and Gel'II&D ooi!Derna, 

reTenua ot oonoerna b&TiDC llind 1nterna1:1onal oap1tal in 
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T&l"1ou parte of the worl4 llbere e011e 1llt1Maoe aq be 

exerted br Frenoh 1ntereete. Be ea1d that fortanatelr th1e 

oo.m .. 1oa hal a tult f&l" euler than that oontront1111 1te , 
predeoe .. or 1ll the laet war, beoauae GeraaDJ doee not haTe 

ae lii&D1 reeouroee abroad a• ehe did then, and there nov exiet 

Allied exob.ange control meob.an1eae to preTent leake 1n the 

wrong d1reot1on 1n parge part. !hie aorn1ng a reot1f11ng 

decree vae 1eeued vh1oh el1a1natee Aubo1n from the new 

oolll1 .. 1on. 

R1et e:zpreseed great pleuure oYer the .&LDAJU: 1no1dent, 

and he vu quite or1t1oa1 of Jforvea1an attitude, In oonneo­

t1on with eh1pa.!lfte of Bved1eh ore through lfarY1lt, he aca1n 

remarked how Ta1uable 1t would be u a aeane of ab.ortenllll 

the war 1f the.. eb.ipaente, vh1oh are v1 thin terri tor1al 

vatere throughout the JoRilDef, o.uld be out off froa Gera&DJ. 

Kuoh thought 1e being g1Yen to the problea bf both the Br1t1eh 

and French, he ea1d. 

EHl) or DBIWJI. 
r 

JlURPBI • 

• 
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TREASURY DEPARTMENT 

DAn rebruar7 21, 1,-o 

8eoretar7 Korgenthau 

Jlr. White 

8h1paents of Kol7bdenua to Ital7 

Ital7 U7 now be trane-.h1pp1Dg aol7'b4enua to other 
countries. 

8h1paenta of aol7bdenaa to Ital7 dllr1ng the t1rat 
two weeke of Pebruar7 totalled t220,732. This 1s the 
largest sh1paent of th.1e proc!Dot reoorded and 1e ~ 
ot the total exported to Ital7 1n the 7Mr 1939. 

Following are 't'al.ues tor exports of aoltbdenua to 
Ital7 troa Januar7 1939: 

January 
Februar7 
Karoh 
AprU 

Sept ember 
Ootober 
NoTeaber 
Deoeaber 

Total 

(In thoueande of dollars) 

• 62 

26 
73 

79 

94 -
37 
3~ 

Copies to: Jlr. G&aton 
Jlr. BaaU H&rrh 
Jlr. Coohran 
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49 

The 
outbreak 
t aots: 

appended aemorandua on our foreign trade sinoe the 
ot European war brings out the following pertinent 

1. Total Trade 

a, Our excess of exports over imports whioh began to rise 
in May continued to increase after the outbreak ot the war 
and in December was the largest in a decade. Exports 
during the tiret five months ot war were 30 peroent higher 
tha.n a year ago; laporte tor the first tour aontbs only 
were 27 percent higher. The inoreased value of our f oreign 
trade since August represents prlaarily an increase in 
volume, the prices paid tor laporte and received tor ex­
porta having risen on the average no more than 10 percent. 

2 . Exports 

a. Exports ot the United States inoreaeed more during the 
laet t our aonths of 1939 than exports ot any other leadl.ng 
country tor which we have data except Japan. Japanese 
exports were 31 percent higher thie September through 
December than las t. (Our exports during the same period 
were 21 percent higher.) Exports of leading European 
countries -- neutrals and belligerents alike -- declined 
sharply after August. No figures are available tor 
France and Italy, but oontidential reports indicate that 
exports of France are now lower than a year ago while 
exports from Italy are higher. Part of the increased 
Italian exports probably represents re-exports of German 
goods. 

b. France and the United ltingdom have purchased more from 
us during the first five aonths ot war than they did 
during a comparable period a year ago. Exports to rranoe 
were 89 percent higher, exports to the United Iiagdom, 10 
percent higher. The principal items involved are raw 
cotton, airplanes and uchiner:r. Larger sh1p111ents of 
these ooamodlties aooount tor the sharply upward spurt 1n 
our exports to these countries during the past two months. 
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c. Exports t o Soandlnavian oountries have been aalntained 
well above the level ot a year ago. •o ahipaenta ot 
United States •erohandlae have been aade since late 
Septe•ber 4lreotly to Geraany. Belgiwa ia the only other 
leading European country which purchased lees tra. us 
during the five •onths ot war than during the corres­
ponding period last year. 

d. Netherlands West Indles h the only 1aportant Aaerioan 
country which dld not expand the scale ot its purchases 
ot United States • erobandlse atter the outbreak ot 
hoet1lities. Exports to other Aaer1can countr1ee rose 
eharply, with increasee tor the five •cnth ~eriod ranging 
trom 31 peroe.nt in the oaae ot Colombia to 66 percent ln 
the caee ot Brazil. Exporte to Canada are now -runni ng 
about 50 percent h1gbe.r than a year ago. 

e. Larger sh1pmente t o Japan, China and the Ph1liopine 
I slands account tor the 26 percent r ise in our exports 
t o Aela t his Sept ember through December onr last. 

t . Raw cotton, packing house pr oducts and canned 
vegetables are the only agricultural co11111od1ti .. which 
bave been exported in larger voluae a1noe the outbreak 
ot the war than a year earlier. Raw cotton exports 
during the tive •ontha ot hoet1lities have been over 200 
per cent larger than during the saae period ot last season 
and i n January were the largest tor any January on record. 
Shi pments ot tobacco, grain and fresh tru1t have been 
sharply curtailed. 

g. The gain in exports has been concentrated 1n aetala, 
aach1nery, obealcals and alroratt . Alrcratt exports are 
now running about tive times as high ae a year ago; ex­
porte ot ~ron and eteel aanutacturee are two and o~e 
halt timee a.a high. Foreign demand baa aleo inoreaeed 
tor our coal , leather and petroleum products. 

J. r.oorh 

a. Canada and Norway are the onl y two leading countries 
ot the world tor wbioh we have data whoee lllporta in­
creased •ore since Auguet than laporte into the United 
States. 

b. OUr laporte of tin18be4 aanutacturea have not r1aen 
since the outbreak ot war. I•pcrta ct raw aater1ala 

• • • 
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and eeal-aanuraotured goode were ~ percent higher durin, 
the tiret tour aonthe or war tban a rear earlier with all 
aaJor groupe or raw aater1ale and eelli-aanutaoturee ex­
cept ohea1oale eharlng 1D the gain. 

o. Unlted States laporte rose troa all oontlnente or tbe 
world except Europe. !he largeet dollar lnoreaeee 
Septeaber through Deoeaber were reg1etered br Ae1a and 
Canada. Z.r>orte troa Alia were ~ peroent larger and 
laporte troa Canada ~2 percent larger than during tbe 
oorreepondlng perlod ot 1938. 
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TREASURY DEPARTMENT 

INTER Ol"l"'C:I: C:OMMUNICAnON 

DAU hb1'11A1'7 21, l 94o 

TO llr. lrbiie 

l'ltOM lliu lt1 ailer 

Subjeetl that baa ~eced to the foreip trade of the United Statea 
duri~~g the fiut !lYe 110nthe of the wart 

1. lbet ch•ngea baTe oceurred 1D. our total foreip tradet 

Our exeeea of eJPorta OTar i~orta eontiau.d to riae after the outbreak 

or the JIW'opeen war aDd 1D. Dec•ber wu the l.argeat in a decade. 

!he . rhe wu due to a greater hlcre&ee in aporh thaD 1D. i~orh. Dar­

ing the firat fin aonthe of war, our eJPorh &Tera&ed 30 percent higher 1n 

Ta.lue th&ll during the corr .. polldi~~g period a Tear earlier aDd 50 percent 

higher 1n Talu.e th&ll dur1Qg the preoedi~~g eiC}lt 110ntha; the caorparable rhe 

in i"'J>Orh, duriJl& the firet four 1110ntha, wu 27 percent and 22 percent. 
reapeeti Te~. 

The increaae in Talue of our foreign trade aince ~at 1• au. priaar1~ 
to an inoreaae in Toluu, the price• paid for l~~porh aDd reoaiYed for e:zporh 

baYing riaen on the &Yera&e no 110ra th&ll 10 percent. 

United Statea 7oreign !rade, 1938 and 1939 

(In million• of dollara) 

: Zxporta : laporte hoa11 of Zxporh 

~nt~ &Yira&e 

·~ 
$98 JanuarT-J.ll&u•t ·~ Septeaber . 78 

October 278 l'7fl 100 
'lo..eaber 252 176 76 
Dec•ber 269 171 9S 

~nt~&Yira&e 
$237 $110 $57 J~t 

Sepi•ber . 2119 , 112 lt1T 
October 332 215 U7 
'lo..•ber ~ ~~ 57 
Deceaber 121 

194o- J_., 3'JJ ll 
!/ Doalea\io e:zporh Oiii. u lArp u l a D;Ci;ber 1939. 

• 
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lbl8la ef r ... , 

. . ....... 

l:lporh of •• V.Uo4 1\atea l&ar a=o4 -. an ... \be ••llnU: of \be 
nr tbaa aspona of ., nbar 1M41ac _,1'7 neap\ 11(111&. o.-a'he ••orh 
rectaton4 a cn&Mr pb Oftl' \be 1931 left1 an... \lie e\ of 
boaUUUoa thea Won, .. , .._, - b1f of \be riM l1luiac t.ho lu' fiiV 
aontha npronata larp ald.,.._,. of wbaa\ \o 'ld.• -W7 for ·~· 

53 

ShipMate of •r t •fJao atMr aacu\ 4Mlhed abe.rp~ ~ :aJriiiJIT .. -w­
Miltrala u4 bel..UproDh al1D - ae4 ~ 'llooo a hn of tbe llrUle!a -.,1ro 
not lar«-~ 4..,..... .. , vpoa \be 'O'Blh« S\atea -.zbt for \lie Ale of tbe1r _. 
portable pro«noe. 

J~gj 
UnHo4 hate• 
Ceu~a 
China 

!r«-oUu 
Do-n: 
Br1Ueh 11141& 
Sw4ea 
lorwq • • 
Jlatralia 
Boac loa& 
Unih«llJIC«.oa 
Swihorlae4 
lotharlAeao 

~rh of I.u41ac OcNatrioa 

Poroon'-P lDor-, 19:59 war 1931 

: .. p,.u.r-»eo.bor lf! 
)1$ ~ 
21 -n --,t-

. . 15 23 

10 12 
2 • 2 
1 u - .. 6 - 5 6 

- 7 -1~ 
- 22 
-27 
-~ u _,.. 

6 

!) fii\tl;e f• iiifl t&IW IW.a, e ·•·, tiDiiW u,..., ti i'k ... ...._ 
OOYor \be 'II aaat.ll perlo4 ISihaihr Dra 011'. J'l&VM tor llriUall I.ua 
ae4 llolll 11:-c - ,_ lept rtu \Ia lfJt Oo\ollor ~. lla\a tor tbe re­
..uiac -vt.. Clllftl' U. ..U. ... ,, sr \Ia 1 &l ~~w•ar, 

Y l:lpor\e to aa!li&V1 .. Olltda. ~ »= llloo ~ • 

• 

• 
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D1Yh1on ot Kou\at7 

:ieMU'oh 

3· Baa \ hue bHil !!lit' alplt1oan\ pop'!l!b1cal abUt 1ll our a:pori tra4et 

Our n:porta athr .61J4uet llloreued ebarp~ to lor\h and Iouth .&Mrlca, 
'l'hue ho colltlllenh took 37 peroellt ot our aporia dll.rl llf the t1ret four 
110nth1 of war ( the larg .. t proportion 111loe the late 201 e) co.pared with 

32 percant dll.rlDC \he correapolldiJIC period ot 19JS. !bla rho wu at the 
expellee of ~ope. the relatlTe hportance of whlch u &ll 011\let for our 
exporta wae 10 percent eaaller tb1e Sept•ber-Dea-ber thaD lut, 

It 11 Dot llb~ that 011r e:rpor\1 to le.till Jaerica '11'111 oontlaue to rile, 
le.rge-ecale purchaaee of war auppl181 lll t b11 countey b7 the Jl.llea, 1f the7 
do mataria.lhe, are not Ulce~ to be -tcbed b7 an aqu.al lncreaae ln purchalea 
by .&cerican COUiltrlee, Sb1p110nta 1ll J&rlllA%7 were lower than 1ll Dec•ber to 
all Latill .Aaerican countrha for which we ban clata. 

Percentage Dlatri but lon ot United Statea Xxporta 

Total 

~ope 
lort h .Aaerlca 
South .Aaerica 
.lel a 
A.hlca 
Oceanla \ 

1 S!pteaber - Decee.t' 
I ~}9 l§}S 

100.~ 

114.3 
22.7 
9.) 

16.9 
3.9 
2.9 

The cut\l JIC off of \be 0.~ aarketa tor our oomoditlea and \be abarp 
drop 1n ahl})801lta to \he tJnlted 111lgdoe dll.rl~ \he earl7 801lthe of the war 
&ceount ill large part for \he leu -thall-aYarage rha ill our uporh to ~ope 
Iince J~J&uat, :0.11;1= h \he onl7 other leedillg Buropeall countey wb1ch b&l 

purehaled le11 troa ua aillce the open111£ of boa till Uea thall durlJIC the 
correapondlJIC period a -,.ar earlier. lllllreuea ot SO percent or aore were 
repatered b7 lorftT, J'rance, Sndell and u,s,S.R. 

letberlall4a lreat I!141ee 11 the ~ ~rtaat .Aaerlcan cOUiltey whlch 
414 110t ·~ the acaU of 1 h purcbaael of Ulll ted Sta\ee aercball41•• after 
the 011tbrealc of boetlll Uea. Sb1pMnte to other le.Un AMrican cOUiltrlee roae 
ebarpq; lnoraaaaa for the nn-ollth pe.r lod r&DP. troa 31 paroellt in the cue 

of Coloebla to 66 peroellt 1D. the caae of :Bresil, Maoh1Mr7, Yahlolee, u4 

metala wre the prlllclpal it•• 1DYOlnd. 
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DlTlaioa of lloaeYz7 

lleeearoh 

lxporte to l)eneAe ebce ~t haY• beall rwmiag ~5 peroeat hicber tban 

a year 840• !'bJ.e c011par .. wUh tb8 more-tban-cnrace d.eollM of tb8 tint 

eight aontbe of tbe :rear. 

55 

Jape.n, ChiD& &1!.4 Philippine Ielallda aceOWlt for tb8 ebarp rha in eJIPC)rh 

to Ae1a eiace juguat, 

4, 'lb&t export co•oeu .. h&Ye b .. a beMfUe4 aDd what nport -.ti\1 .. 

h&Yo been adYeree _ atfecte4f 

'!he illpact ·of tb8 war h&e baaa aoe t ~&'fOrabla vpoa CNr ecricul tural 

commodity aJq~orte. Only raw cotton, pacld.Df:-houee product. and C&I!.Md 
·u getablee han 1110'1'84 abroad i n larcer 'fOllme a1noe tb8 011tbreak of tbe war 

than they did a 7aar earlier. ShipMnte of to'b&cco, ~&ina, and fr .. h fruita 

ban been eharpl7 curtailed. !be outlook h poor tor axporh of tbeae 
c0llllllod1tiee; tor whaat uporte, becau .. ot the prat eraace ot the Vn1h4 :Un,¢010 

for wheat from etarliog cOill!.triee, the abilit7 of lr&I!.Oe t o eeaure the wheat 

H naede from Borth .Af:rica, and t b8 large world wheat etoclce on band; for 

tobacco export., bacmee of the I DCU•h poU07 of drawing upon tb8 two--rear· 

eupply of .t.aarican tobacoo in that 001111\r7; and for freeh fruit axporh, b .... 

cauee of the war-tiaa prohibition on freeh fruit illporh int o t he Vn1te4 :UJ!.&d= 

&nd Jranca, 

Due to tbe ~1llad order• outetandiog at the collllllane11111ent of boetilltiee 

ehipmente of canned and dried fruita were wall maintained dur1Df: the t1Ht two 

aontb8 of tb8 ...-. !be e8Yere 4acUne e1nca t hen pre•aca• llllCb aaller ehlp­

mante 1n tb8 ilmediate fUture. 

ll&w cotton elqlorh h&Ye 1nare&eed 110re than exporh of ezq other cOIIDOd.1t7, 

BeayY ehipcaenh to Great Bri Wn, l"rance and Japan in Je:DUJJJ:"f bro\J6bt the total 

for tbe aonth t o the higbee\ point e1noe IIOY•ber, 1935. Ship~~ente were tbe 

largeet tor &ZIT JamJ.ar7 on record, Duri~~g tb8 f1Y.-..onth period a1noe the 

outbreak of boetiU U .. the7 ban been onr 200 percent aboYe tbe 57-TM%' low 

of laet 7ear. 

fbe fit;IU"ee below renal olearl,- the depre .. iag affect which t he war 

baa bad upon 011r axporh of ecr1cultural c~ti••· 
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Dl'ftoloa of .... '-7 
-5- .... . 

Ull1h4 lta\oo b;lor\o of Acrl~Wnl Oo ~Uoo, 
lop\•bv, 1939 - Je.aJN.7, 19110 

(In a11Uou ot · 401lora) 

lboat 
!obacoo 
Jreah truit !/ 
Corn 
Oanne4 aDd 4rie4 tru1 h 

Iar4 !I 
Wboat t1oar 
ltad pro4wsh 
(!en....t ncetablea 
llaw coUon 

I lop\.aber 1939- : 
I JODliiTT 1~ I 

• 5.0 
30.9 
9.5 

12.2 
26.0 

6.7 
10,2 
14,11 
4,0 

214.9 

0 

!/ Sopteaber-~ber onl7, 

,_'-co 4eclr­
OTOZ" lop\.aber 19)8-
Jpml\!7 1939 

Prod\loere ot •tal•, aach1nG'7, chemoalo &D4 a1rara1'h ~· been \ba 
principal recipionh ac tar troa trade benetlh tlcwinc tr001 \be~ war, 
.Aircraft Olq)Orh ban reg1atere4 tba 110at opeohfO!l er rho (194 paroent) 
aDd in Deoeaber t or the tiret tiM 1n oar biatozy were hlcbar ln T&lue than 
0\lr o:q>erh ot au.toaobiloa, · · 

56 

!be Sme'hta illpact ot the war ~n our aut0010bUe o:q>Orh - unt.orable, 
Soao Uipro"t"mont baa oe~ 1n the put toar -the al\hi:Nch abipMnh tt~r 
the war period are lower \ban a T&ar -co. In tba &baa- ot sreatl7 1nt.uitle4 
•ili tar-r oporaUona, no aubatantial riae 1011¥ be o~cte4 in \be naar 1'\ltwo. 

Copper exporta attar &llttorinc a abarp i nitial aetback recOYare4 r~i41T 
41lri 'DC the put three aontbe to reach in JartD.&rT a 1no1 alaoat \wloe u hip 
ea 1n .lu&llat, :Poreign d-nA tt~r our lroa an4 a\H1 produ.ch, oopeciallT 11l 
.bia &114 I.atia .t.aerica, aurC04 abarpl7 up.m attar the ou\llroalr: ot tho war. 
~orh ot thHe c Utioa 4u.r1Dc the put tin 110ntbe ba't"a 'been Nllll111C onr 
SO poroeat bS pr than a ;rear OCO• 

Clbaaioala, •tal world.nc •M'netT, ~. lea\bar a4 po\ro~ proat.acto 
he•e &lao been ln sreator dm"'' tbu laat ;rear, !be proopocto are coo4 tor 
our O:q>Orh ot all theao a Utha ucopt ooal, abi~ta of which. altboucb 
O"t"er 50 poroat lorpr dm'liiC \be ~db period tbu a ;rear oarUar, han 4o­
cU1l04 each .. 1lth :trc. \be poole Nllc.bacl 1n S.pt .. ber • 

• 
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Dl:rieloa of lloMta&7 

Beaaaroh 

Sou 1Dd1oa.t1on of tbe effect which tbe war baa M4 \211011 our pr1no1p&]. 
non-a,vlcultural ~dl.t7 aport. 1e ciTe 'b7 \be foUOWlag table. 

United 8\etee :bporte of 1Jon-.Acr1aul.tural. cC-PIJuUea, 
lept•'ber - JamarT, 1~ 

(In aUUona of 4ollare) 

Aireratta , porta end ell£in .. 
Steel eUl ll&lllltaeturee 
I ron and. ateel eeal..e•mfacturee 
Chemeale aDd. related product. 

Coal 
Copper 
Leather 

I I Peroenta,;e lnareue 
1 lleptea'ber 1939- 1 onr Septea'ber 19311-
i J~ 1~ I J!!!!M7 1939 

194 ~ 
93 
87 
61 

56 

Iron &114 ateel adT&Ileed. IIIU!Idaeturea !/ 
~ 
37 

Uet t\1 workiag u.ch1ner7 
Electrical mach1Der7 
Petr oleum and. product• 
Auto, parte &114 aeceaeorlea 

36 
16 
ll 

- 7 

5. ll&n our ~rta 1nereaaed. aore or lase th&ll !!porte ot otber lea41!!c 
COUiltrlea . 

CaDDda &114 lforwa,y are tbe onl7 two leadln« countrlea of tbe world. wboM 
l mporta lnare&aed. more alnc. tbe out'breelc of tbe ftl' than ~te of tbe 
Unl ted. Statea. lllporta into China are 1'11111lln« h1P.r than a 7"&1' 860 bllt 'b7 
a amaller ll&l'gin th&ll tbe7 414 du1'1uc tbe flrat eight aontba of 1939. !'be 
effectlnneaa of tbe t.por\ oontrole recentl7 eata'bllebed 'b7 T&rioua ~re 

57 

of the Drl tlllh Dclallliou b eri4uced. 'by tbe d.eoreuad u.>orte of \hoae OOUDtrlee, 

• 
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Sweden 
Switserlan4 
Japan Y 
II ether l&D4a 

De-n: 
Bo~~g ro~~g 
Argent iDa 
BrUt ah India 
UD1h4 n11g4oa 
.&utralla 

- 7-

Percentace I ncrea~e, 1939 OYer 1938 

' iept.u.r - ' 
' Dec-.ber 1/ 

)6 ~ 

" i 
22 
lS 
9 
7 

6 
2 

- 1 
- II 
- s 
- 111 

20 
1) 
6 

. 5 

8 
- s 
- 1) 

9 
- 10 
- 9 

58 

0 
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Uaitecl llkt .. I..,orh b7 C aU\7 Oroapo 

S.pt•ber - Jle-ber 1939 

Crude llaterialo 
Sem1-canufactureo 
J.!anufaetured foodotutfe 
CNde foodotutfo 
J'1 niebed llamltacturee 

(b a1llloae of do1lore) 

I 

1 S.pt.U.r-
1 Jlec•ber 
I 1939 

$,300 
. 188 

llS 
91 

150 

1 Percea'tiC' 1 ~t l§j§ 
I Iacroaae ~rl Percentt~C' IacreaH 
i llept•blr - 1 ~r 
I Drg=l!tr 19381 J~t 19JS 

~~ 
35 
lS 

· ll 
1 

22~ 
22 

- 7 
12 
s 

JJ.l -.jor uoup• of rur -hrialo aad o.t el"'~actur .. , ~xcept jute 11114 
chealcale were blpor\ecl in larpr quaaU\7 .turins the fire\ f<n:r 010n\he ot nr 
tbaa the:r nre durlJ!« Ue - period a 7e&Z' earlier. !be .,,, opec\aeul&r 
1ncreuee were regie\ered b7 \he 11111\ale, aiclcel, tin &ad copper. lllporh of 
cNde rubber 11114 raw wool abo inoreaeed eh&rp1;r at bieber prtc... llalr eU.k 
hlporh, although 70 percea' bieber in Tlllue, were onl;r 4 percent l&rcer in 
TOlllllle than durtns the oorreepondlllt> period a :rear -co. 

Uai ted Statu I..,orh of llalr Material 11114 s-t. 'b'1 factureo 
llept .. ber - De-ller, 1939 

lliclcel an4 allo;re 
'l'ln 
Silk, raw 

Wool, ""'""factve4 
Rubber, crlllle 
Cow-r 
Diaaolld.e 

uu.. aliA U:ia 
lood JNlp 
Coal tv procluch 
Iad:utrtal ~oalo 

(Ia ailllono ~Uare) 

I Septeaber -
1 Jleceaber, 
I 19}9 

$U,5 
. 29.5 

61.5 

21.2 
72.6 
15.3 
18.5 

1 Paroea\ap laor- -
1 llept .. ber - Deouber 
j 19}8 

11Kl ~ 
91 
71 

69 

~ 
29 

~ 
15 

- 2 - ' 

• 
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-9-

I&r,er pUrchuea of tropioal all4 aud-tropioal toodahffa, aap.olalq 
of cocoa and tea, are reapo~~aible tor tha rt .. 1n our U~~Crh ct crude too4.­
atutta alnce .t~J&uat c•er tha leYal ot a ~ aco. 

llenprint h tha cnq t 1niehe4 IIIUilltacturecl C004awh1ch _. U~~Crtecl 1a 
oullatutialq lar£81' quanti u .. t hh Sapteaber-Dec•ber thell laat, !utile 
i!llpCrh with the exception ot aillt -ra.ctur .. wwe h1cber than lut ~. 
while 1JII)Orh ot ateel a111 -ractur .. aDd. ot aoh111er7 tell off aharpq, 

Unitecl Statu I11p0rta ot l'oodatutta all4 Kanutaotured. Geode 
Sapteaber - Dec .. ber 1939 

Cocoa 
l'ool III&DUi'actur .. 
llewaprint 
Tea 
Cot t on mauufacturoa 
Coffee 
lol&ohi Deey 
S Uk ll&ml.facturea 
Steel Dill aamtactur .. 

(In a1111cna o.t dollara) 

I Per09tace Incr ... o o.er 
I Sejftellber - Decellber 
I 193S 
' 

61~ 
17 
16 
14 
u 
4 

-20 
-21 
-42 

!bat, 1t !UIJ'• ahitt baa occ:urrecl in tho t,;!OQ'!Phioal 41etr1bui1on of 0111' 

illpcrtaf 

lie pUrchued -.re, thie Sept•ber through Dec•ber thell laat, froa all 
contlnenta ot tho world except au-ope. !he 1ar,elt dolllll' 1ncroa .. occurrecl 
in our importa froa Ada and Jrorthorn lJorth Allerlca and refioct tho increuecl 
demand ln t hia ccnintey for bduatrlal material•• !he larce porcentac• in­
ereue in iiiJ)orh fro11 Oceania and .lfrica are eaall ln abeolute f1pea • 
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DiYiaioa of Koae\ar,r 

Beaoaroh 

UID.Uecl ltatoa bpor\a '117 Ooa\1-\a, 
lept•ber - Doo•bor, 1939 

(ID llilllou of 4ollan) 

61 

I 
I 
I 

lept•bor­
Doc.bor' 1939 

1 Peroeatap lDcreue ~or 
I loPt•bor - noo.bor, 
j 19)8 

Europe 
Southern Borth Aeerlca 
Sauth .t.ertca 
l'orthern Borth ~ca 
.bi& 
Oce&ni,& 
J.trica 

lleaYier ehipllellte of raw -teriale, eepociall:, ot crude n bber, tin 11114 

ailJc. are r eepouible t or the epectaoalar r ho in t.porta troll .Uta. ..Ul 

leadine .UiaUo CWiltrhe parU cipat.d with 1Deroaue Z'&IICine troa 16 porcaat 

in the ca .. of :BrUhh India to 19 poroeat 1a the oaao of :BriUeh 11a1.,a. 

!be g&ine in t..,orta troa Latin .U..rioa wre ehared b;y all leadine 

Latin .AMricaa countriee, exoept Botherlaad Weet Iadioe, laporte troa ArpDUD& 

were 50 percent bieber than «urine the loat twz 110nthe of 1931. 

Oor-..;y, BetberlaDda 11114 Jruee tailed to eell ae .. ch to ue thie lopt•bor­

Dec .. bor a a laet. I..,orta into thie countr)" tra ~ conU- at a loYel 

one-halt to two-tlllrde lowr than a 7MJ' -co. the laan.UMYian _,.,trt .. , 

Belciua, Ital7 11114 the Unitecllinc@a II&Ye aainta.inecl their nporh t o the 

United Stat .. well abon the lonl of laet ;year, Our purchoeoe troa the 

u. s. a. R. ban doollnecl .Uchtl:,. 

Appended 1e a table ot United Stat .. laporte b7 -trioa «urine the 

tint tour aonthe of war, 
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S, llb!.t problema baTe been ereatedt 

D1 rteion of llonetAJ'7 
Research 

62 

'1'be shift ot JJ.Ued purchuea in this country troa at;rieultural products 
t o industrial goode, the lou of an i11portant el!pOrt market b:r Latin J.aeriean 
countries , the eentral1ted marketing controls tor !ritiah Empire exportable 
au,ppU ee of certain co•odi ties l1lce 110ol aM. cocoa, aM. the intensified 
export drin proJected b7 ! ritain are the tour s ources ot our principal probl­
tu'ieiliG t r olll t he war situation abroad. 

wee war order• tor aircratta and to a lener eJ<tant of metals and 
oachinecy in tilDe will encour~ expansion of plant capacity 1ll theae indllatriee, 
M expansion which from a lot~Ger point of Yiew aa:r not be a baalth,r denlopment. 
On tbe ot her hand, the drastic curtailment of foreign purchatea of our tobacco 
and fruita left growers of these commodities stranded with large crops on their 
hnndo. 'rhrout;h loano and purchatea of tbe CoaodH7 Credit Corporation. 
tobacco h bei ng stored here equal in aaount t o tho uti-ted depletion of 
foreign otoc:ka abroad, au,ch tobacco to be held until JJ.Ued purchuero are 
ftb&1n able and willing t o take Aaeriean tobacco. 

'1'be JJ.lied blockade of Oerm&DT hu borne baaYilT upon tba elg)Ort trade 
ot Latin American eountrieo, Other outlets for their products or alternatiYe 
aourcoo ot foreign exchallge sut be found, if our expor\1 to theae eountrin 
are to be maintained, 'fhe problea of our :!\lture trade pro.pecto in Latin 
America 1a coll!plicated b7 projected British trade policieo, which aa:r inYolYe 
euch practice• aa fiexi ble exch&ngee, blocked balance a, and diacriminatoey 
tre&taent . !be »riihh Gournaent'a purohaeee of aYailable exportable aur­
plueu of »ritiah lmpire pro.tucta aM. the resultant centralisation of mar­
keti JlC in London not onl:r hu diarupted international m&rkah aDd established 
trade channels for tba co~tiee in?OlTed but aloo increased treaendoual;r 
the ~pining strength of tba ! ritioh Gonrnment in collll:uet1Qg trade ,.._ 
got iationo with .-aller nations, 
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$1,,,.., - • 357·9 ~ - .,_ 

22.2 1119 ll.2 172 -J U2o2 ., 
'l·9 2,o 

~-~ II. ., , 
" u.s ..... ·t 10 Uo3 ,ol -116 

.. \herlud.a 

1~ ~ 13o1 75 -1t 
~~ 1.2 II -1 
11B1w411a&doa 10 "·' 57 - ' lel &:l• 25·' - 13 ,., - 30 -19 

~· 66 z·1 A 12 
~·1 ~ ·' f: 2 

.g 7-9 19 
112.7 ~ 10.1 225 -36 
112.3 " J.2 15 -J 21l.3 31 ~I llo 

M7-9 "' ,.., 116 -12 

123·9 11 21.2 6o -u 

,.~ 32 9·' 1., -· ,o., 3 6.1 Ill -

• 
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VIIi ......... IliiiN'k • 0 aaWt•, 
lepte.~ IIIIIIAII' 1"' 

laro/oio.., 
Jel lS• 
11aUe4 n J114.o• 
lWT 
Sweda 
u.s.s.L 
l'naoe 
Jetllerl..U 
o.m..:r 

.laic 
-,n uu. lllllcra 

leUiei'U.U Yen !MlH .... 
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TREASURY DEPARTMENT 

ntew 11r, Coclu'aa STRICTLY CONFIDENTIAL 
At 9115 thb 1101'A111C the Seorota1'7 to14 .. that be ba4 - a..~ .. 

llartlo7 ~aterda.T neAliiC. !he lleaator ba4 to14 h1a that tho data oa 
ulnr wbich the !roaa111'7 ba4 pro.1Ud. h1a ba4 11- :rooo1-ro4 too l&to to 
be of WJ:f u... JUrthel'IIOro, ._.tor lllll'tlq h •Ulac to hear frc. the 
SeeretorJ of tha !roan:r7 oa aibOI', I t ol4 tho horot&r7 that we 11&4 gotha 

together -.t data " ha4 lwro oa aUnr OA4 ha4 .. at it \o the O&pitol, 
after a collferoaea 1D 111'. ~ll'a office, I a44e4 that I ba4 roqa .. to4 the 

lel!aral ReMM'O llaDk at ••• Torlt to prepare a dat&ilo4 at&UaUoal. report 

with roapoct t o oar aUnr puroha .. a dlloa the procru ot ~ foroic:D 
a11Ter bepa, 1a41oaUac lt1a4a of ailnr parchaoe4, oouatrioa ot or1e1a 
1nao1'ar aa poaaibla, ooah, eto, Thh r..,on Uloal.4 roach ua ~ IIOra­

tnc. 

• 
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TO 

FROM 

TREASURY DEPARTMENT /c' , 66 

INTER-oFFICI: COMMUNICATION -7/ 
DATa 7e bruary 21, 194<> 

Secret&r7 llorgentbau 

11r. Cochran STRICTLY CONFIDENTIAL 
.lt 9155 thil morning Dr. White telephoned ae that lfoo dnlle of 110l;rbdenW1 

l7flre on & lighter in lfew York to be loe.ded on the S. S. llorbr;yn tor ahipaent to 
Bussie.. llr. Be.eil Barrie he.d e.rre.uged for the lighter to be dela;red, e.nd •• 
proceeding to Uew York. Dr. White et&ted the.t the Secretar,y desired that in­
quir;r be made in thh ease aa 1n t he Climax ea.. eo•etlae &&<> . I told 11r. 
White tb&t I b&d talked with the OH•z people in regard to the earlier ahip­
:>ente beeauee of ~q pereonal acquaintance with thea ae a r eault of their rtlih 
to Tluhiugton. I did not !eel like calling the Utah Copper C011pan;r wi thont 
specific inetructione !roa the Seeretar,v, particularl;r ainee the State Depart­
ment h charged with superrteiug the 110ral ubarco, e.nd he.d D.l.read;r been on 
the ground when I •de WJT earlier inquir;r of the Clill&z. !he Secretar;y t&llaed 
n t h llr. lbite and me about ll o'clock and 1t •• agreed that the •tter ehould 
be taken up with Kr. Gray 1n Secretary Hull'• of fice b;y ae. 

I luediatel;r telephoned 1!r. Gra;r e.nd pn hill the tacte. J.t bla rlqll81t, 
I then IPOkl directly wi th llr. Joaeph Green and repeated m;r ator;r. !he latter 
procleed to get 1n touch immediately with the Utah Copper Company and to call 
me back &I eoon ae pouible. He agreed with 111 the.t the Treasury ehould not 
cause e.ny dela;r to the loading of the molybdenuc which might gin rlae to an;y 
incident, Coneequent1;r, I told hill the.t 1t I did not ban a recommendation fro& 
hill to the eontr&r7 before 12 o ' clock, we would inetruct Be.eil Harris to place 
no further i&Pediment to the loading. I pTe thh intorae.tion to Harry lhite, 
•ho •• to pa .. 1t on to Be.eil Harrh. I b&d no word beck from llr. Green u ­
til after 12, and we apoke together two or three tlaea atter that hour. 

!he followinc .-.-rhea Kr. Green'• eoll'l'ere&Uona with New York, aa he 
repeated thea to me . He !iret got in touch with Vice Preddent 11lrlcb ot the 
llt&h Copper Co~~pany, who •• one of tbe aol;rbdlnwo aen who Tialted •ahlncton 
at the ti• the eabargo aa being conlidered. llr. 11lrlch •• quite indignallt 
ll!len qu .. tloned about the ahipaent on the •orbr"71l, aaeertiug the.t hie Coapan7 
bed ginn ita word to abide b;y the moral abarco ud had faithtull;y kePt thla 
promhe, llben llr. Green M!ltioned that tbe ahlpaent in qu.eation •• reported 
to be in the banda of lblpple and Choate of Bridgeport , Connecticut , aa agnta 
ot the Ut&h Copper Coli])IUIT, llr, 11lrich eaid that thh concern •• poaltinl;r 
not thelr agent. lie told Kr. Green that be blmeelt would call lblpple and 
Choate on thla •tter ud report back to llr, Oraen. J.t 12125 Green told ae 
that 11lrloh had reported to blm hie eonnraaUon with Prelident Groaa ot lblpple 
and Choate , 111rioh had eold 50 tone of lloe 2 to lblpple ud Choate on Deoeaber 
18 on the diatlnct underatanding that it would be coll'l'erted into .ol;rbdn1111 
onde for uae in thia ocnmt 17 and 1n Ja:cuar;r had aold 150 toDa of the -
•terlal•dtr a written eoDtract aUpulaUng that thie •• tor doaeatlc ue 
0 nl7. It lqlpeare that two lota of 50 tons han been clallnred b;y tbe 17\&h 
Copper C011pan;y to lhipple aDd Choate. 0... lot of 50 tone now croltte froa 
11t&h will be dinrted ud DOt clalinred to lblpple aDd Choate alae• the. Utah 
Copper COIIpan;y conaidera t!at the latter ban Yiolated their coDtract, 0.. the 
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- PftDA, \lilt VMil 0 Jll 0 I IIQ' wUl "'- M *ip \lilt t1a1 le\ f1« , 
tou. !!do aou .. oa \lie ,..., of llr. 11lda wnltl ..W~ ..,,_ \o Jhft 

hlo po4 taUII. 

Attar ta.. JrMeAlac oe-•Uoa wl\llllr. 1Jlr1ala. llr. ~ •11M llr. 

Orou 41reot1T, 11114 !'MelYatl. a\ tlrn, ~ .-1,.... 11114 oelltuetl npliM 

to hlo qMo\loae ao \o wllnber llaipple 11114 Ollla\o -o nola\l.llc \lie o.-o•• 

nob .. ot 1h ao-.-t 1a r-.r4 \o •:IIPOI'UIIC .. ~ .. • to boola. At 

f irot Orooo plo4 lcDoruao ot \M -al .-.. ... 11114 w.l4 u\ 1U.Ut:r \u 
parcllaow ot \llo •17'..._ willa llo lla4 oolA tor qpon. JlaallT, .._IrMa 
accuo4 h1a 41reotl:r fl« M1Hac to \llO 48\orc, aal. ct•l.llc .-ll Jrooloo s­
foraUoll ao wo lla4 abn\ \llO opon.Ua, Olrooo a4aiU ... oolllac \o \lllo 
!lllulall orplliaiioD. Bo oa14 bo lla4 oolcl II() \ou \o 48\orc lao\ WHk aatl 

!lQ tollo \wo woou ap. .. ao11111'o4 llr. Orooll tba\ llo 414 DOt roallao tile 

Gonr-llt 1 o at\1t114o. -.a \hlo ao .U. oloar \o h1a wltll - toroo, llo 

proahocl OrMil llo wo'Ol4 110\ c1o U o ph 

• 
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Pebruarr 21, 1940 

11:10 a ••• 

Pruent: 

Jlr. PurY1e 
Mr. Blooh-La1ne 
Capt. Collin• 
Dr. Haae 
lire. Ilotr. 

Later: 

'l'he engine people and the •ohine tool people 

68 

IDltr: I have been eeeing thie 1110rning the engine 
people an the tool people and I think, in fa1rneee to 
the Amerioan aYiation induetry, rou people ought to tell 
me today whether rou are going to go ahead or not on the•• 
optione, beoauee you have got ue all tied up in a knot. 

Jlr. PurYie: 'fbe uin purpose of 1Q" Y1s1t and in 
order to ililllte It easier, I have brought you this oable -­
thie ie a seoret oable and I am going to, if rou don't 
ai r.d, take off the tap. 'l'her are tning another oapr 
wi thout the toJn 

IDI.Jr: Can I read thie out loud! 

Jlr. Pur'W'is: Yee. It 1s Yerr seoret, but it'e 
up to rou. 1 oopr will be over in a fn llimltu. I 
think it ie perfeotl1 all right. As for Capt. Colline 
I know it 1e all right. 

~l': Well, Dr. Haae 1e with ae and he1 e all 
all riglit"t'Oo. It we oould keep eo eeour1tiu a eeoret 
until it wae releaeed 1n London, we oan do this. 

(Reading) 1 Br1t1sh and J'renoh Gonrrmente have 
g1Yen anx1oue oone1derat1on to reeulte of 1nYBet1gation 
of Nle reoentlr oarried out b7 Plenn and Jaoquia 
Joiatl1 with Greenl7 • 
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1Allied Governaente haYI agreed to ca.bine 
to eetablieh an !ncreaee4 potentialitr in the United 
Statu for the II&J!Utacture of air tra1111 and enginee. 

"'l'he:y haYI turther agreed that ordere ehould 
be placed aufficientlr substantial to attract active 
intereet of firma concerned, and in caee of enginee, 
to ensure collaboration of "General Kotore• and in 
caee of air frame a, combination of lead1ng .anufactur­
ere on linea envisaged. 

1Allied Governmente are not, however, in a 
poeition to give in th1e telegraa an iaaediate indi­
cation of nuaber of enginee and planee that, in addi­
tion to outstanding orders, and ex1s ting options, ther 
will require from United Statal induetrr. !here are 
certain technical questions, euch ae, tJPea to be or­
dered, proportion between tJPea, nature of armaments , 
and eo on, which "must first be settled, partlr br 
further discussions here, but ch1eflr br further dis­
cussion in the United Statee with various interests 
concerned. There are alao financial questions to be 
clarified , and settled. Colonel Jtoquin of the French 
Air M1nietrj, Sir Henrr Self, British Air K1n1atrr, and 
Mona. Pleven, will leave at earliest possible date to 
undertake further diacueeione with United States inter­
uta. !her will report to rou on arrival. 1 

Kr. Purvla: Self arrive• on Sundar. 
h1a pereoililb. 

I know 

HK..rr: (RIIUMd reading) 1 All11d Government• 
are ~that period1cal deliveriee ehould not be 
dlla71d berond that hitherto contemplated. !her eug­
geet therefore, that rou inform Kr. Korgenthau oonfi­
dentiallr of their intentione ae stated in preceding 
paragraphs. If he agree a, the:y euggeat intereeted 
firma should be informed alao, 1n confidence , through 
Captain Oollina. !her further suggest, leading firma 
whioh were conaulted should be aSked not to postpone 
an1 preparatorr meaauree in the wa:r of organization 
and plann1ng that ther a i ght be w1111ng to undertake 
without coamit .. nte tor All1e4 Governments. Anr plan­
ning (of) expenditure reaaonablr i ncurred would of 
course be re1abural4 • 

• 
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•In an7 conversation 70U aight have on the 
subJect with llr. Korgenthau, or reprseentat1ne ot 
~aerican adainietration, . the following ~inte ehould 
aleo be IIIIPhaliud ae being ot particular concern to 
Allied aonrnaente. 

•(a) Ooaaitaents ot Allied Governments in 
reepeot ot dollar purchases are alread7 very serious, 
and will inevitabl7 grow. Estimates given by the 
industry as they stand at present would involve ex­
tremely heav7 drain on dollar resource• ot Allied 
Governments. Allied Governments would aocord1ngl7 
wish to be aseured that increased potentialitiee the7 
are seeking cannot be obtained at lower coet, and the7 
trust the Ad.min1etration will ghe them actin support 
in this respect. The7 hope in thie connection that 
aD7 auae they U7 haTS to invest tor plant expansion 
will not be subject to Incoae 'l'ax. 1 

Kr. Purvis: That arisee trom the negotiations 
with the powder people. I had to report that. 

HK,Jr: (Reeuaed reading ) 1 (b) It is eeeen­
t1al that uchine tool aakezw ehould be party to an7 
underetand1ngs that aa7 be reached in reepect ot en­
gine and air-frame deliveriee and that Allied Govern­
mente should be bradoJl assured ot the co11Ql8.t1b1lit7 
ot euch deliveriee with tultilaent ot ordere placed 
on French and British account tor the eupplJ ot ma­
chine tools from United Statee. 

•( o) Before an7 orders are actuall7 placed tor 
engine a and air-tramu, Allied Gonrnaents would wieh 
to be aeeured that the eupplJ ot alu.minua al.lo7 which 
the7 are counting on obtaining trom United Statee tor 
their respectin national p~s, and which JOU 
ha•e co-ioated figures to Adain1etrat1on, will be 
torthcocng. 

1Please oonYeJ to Kr. Korgenthau exPrSeeion ot 
keen appreciation ot the two GoYernaente tqr aeeiat­
ance he hat alread)' gi•en, and ot their hope that he 
will find it poaeible to ootflnue to give hi hie val­
uable help. 

"D.ndl7 traneait oop7 ot thle tel~ to 
Colonel Greenl7.• 

10 
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I:Dl,Jr: Thie h not quite clear to • · 

llr. Purrte: In general, ot couree there ie a 
great de&i of Mat in it and that' 11 wh7 I think a copy 
ehould be with you. but. in general. it Mana they are 
committed, eubJeot to three pointe. Any financial 
ditticultiee •. euoh ae the tax thing -- hoping you will 
help , incidentally, with making eure that euoh prloee 
ae are in question are reasonable troa your experience, 
etc. That' e the financial type or d1tt1culty. The 
machine tool que1tton -- to Gake eure that it 1e not 
going to interfere and e1aply eulietract eoaewhere elee 
what they are getting here and to make eure that it 

11 

doee not subtract froa del1ver1ee at hoae and froa ex­
i sting del1ver1ee in thh country by euper1Jipoa1ng eoae­
thlng. But after d1eouae1on and proving to be all 
right 1 they han definitely decided to go ahead with 
a program and in order to aalte eure we get the qulclt­
eet poealble progreee in regard to eettlement of type 
which you, right at the outset. eald would have to be 
settled very f ast -- they have sent over a Mlesion of 
three ~~en who can do the very great bulk of the decid­
ing on thie aide. as to type and quantity. 

Now, then. the other question that arises 1e 
that those repreeentativee are due in a few days. Ot 
oourse, we do not know about Kone. Pleven. But I 
think everything baa been done to bring them quickly. 
Salt deoided to oome by boat and he aay yet prove right 
ae eeveral of our people recently have proved right by 
coaing by boat 1n1tead ot by plane, and in order to fill 
the gap between the time of their arrival. knowing that 
the program now 111 a pretty definite one, it 1e sug­
gested that confidential advice aight be given to thoee 
moet interested a1 to the t act that eo~~ething 1e def­
initely coaing eo that all)' expeDdlturlll of a ainor 
nature which they would want to aalte in order not to 
lose tillle, could be authorized if they told u1 the 
••ounte of t hea. w1 th t he under•tandiDg t hey would be 
reillbursed if an7th1.ng went wrong later. 

HM.Jr: Let M boll thle down. The • Y I un-
etand it -- let .. clear one hurdle at a tiM. 
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.... hry1!1 Ye!J qtalte. 

Jllh: Yoa people ba4 a eozot of ftrbal. op. 
Uon on""Oirlaln Plan!• u4 englD!e wblob ezplr!4 on 
, e 'bl'\l&l7 1. 

lr• Pvy111 OOI"I'Iot. 

W.Jr: Yoa u1te4 fo'f' u nteaalon. 

Mr. hl"Yl1: Yl!. 

lr• Ppn111 Yl!. 

12th--
'fh&t ezplr!4, bonY!r, on tbe 

III•Jr: 'l'bere h&e been no 110re exteD!lonl 

a..in !!sat illfOI'II&UOD ae Dot P&!ll4 on to 
tb! ~ople. · 

Dout tile lith' <ll, Jell It 

CapS. aol11D" w ,., 1&14 , ... 
· -...rr: lilt tbiJ len • ,....,. t1w llpt!!!loa 
tb!J Wlii""iflll Uo4 wp ac!n \b! !1.4 epU.oa. 

lr. Pvy111 • a!kl4 t• tea . 4aJI Ua we I"'Jl 
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Capt. Oolline: !bat arises in this way, 81r. 
that tbeJ b&n, on Via hope that out of tbl 4elq 
there would coM eo• definite inforaation, ban bean 
sort of t1ding, t14.1ng, tiding along. 

llr. PuM'h: Y ... 
their own. 

!be7 han done that on 

Capt. Collins: Yea. 

HI(,Jr: Did JOU tranaa1 t to the• that aa of 
the 12th ever7th1ng •• off? 

. llr. PuM'ie: 'l'hey 11111de the date. YoU sea, we 
asked for an extension for ten daJ•, feeling it mqat 
coae through in that t1ae. 

Mr. Blooh-Laine: In other word1 , we baTe no 
rights. 

fresh. 
llr. PurT181 We have no rights. 

HI(,Jr: You have to start fre1h? 

Kr. PyM'ia: In effect, 7ee. 

We mat etart 

HI( Jr: 
this 110rn!ng. 
or they haTe. 

Well, that's what I wanted t o settle 
It's either a a1.underatand1ng I haTe 

llr. PurT1t: From our view, we recogn1t.e that 
we are late enough tor them to be able to fi8J' we 1tart 
new, but we hope t or their good will in the proce111. · 

lll:;fr: It that' a correct and the alate then 
ha1 bee.n ped olean ••• 

llr. Pum•: !hat' 8 right. 

III.Jr: •••• then if that i1 10, tben I don't 
1ee wbare the engine people who are wa1t1ng, who, after 
all, are the orux otthh thing, where tbe7 are in aD1 

• 
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position to epend &n7 moner, beoauee 
know what kind of enginee rou want. 
go ahead and actually epend moner out 

they don't 
How oan they 
of pookett 

Let ae do thie. 'l'he alllll1nwa thing, after 
all, doee not affect them. 

Mr. PurT11: lfo. 

HM.Jr: And has that been cleaned up? 

Kr. Blooh-Laine~ lfot: ret. 

Kr. PurTie: Not ret. It'e in prooeee of 
discuselon. I eaw Kr. Da't'ie for the f1ret tiae on 
Sunday, BaYing worked through hie organization and 
Capt. Coll1ne having gotten it to a oertain point, 
I eaw him in an effort to get a little further. 

HII.Jr: lfeTer been cleaned upt 

Kr. PurTis: l'e will manage. 

Capt. CollinJi But that wae a utter that 
wae arranged here a er a aeeting with Kr. Wilbur 
and the deal wae then traneferred to New Yol1t and 
Mr. Purrte eaid he would han eoaebodr to wol1t rlth 
it. 

Kr. Pur't'ie: AI a matter of tact, deale eo 
far that hAYe been ind1oated to ue are in that 
bottleneck eituation that we were eo worried about 
and do not open up the bottleneck. We have not giTen 
up hope that we w1ll be able to get, in a reaeonable 
time, but eyen the email quantitr of the British or­
der, 1100 tone, ie going to be extended onr an enor­
mous per1 od. 

Hll.Jr: Are lither oountriee ehort of aluainuat 

Kr. Blooh-La1ne: Rot aluminua in the raw u.­
ter1al, bUt extrueloftl, bare and eheete, eepeoiall7 
the aetal ther make t or airplanee. 

Kr. PurYif: I t 1 e the aotual bottleneCk of the 
airoratt product on in England and rranoe. 
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Hll ,Jr: 
brought me in 
it. 

- 8-

You gentlemen have never actually 
on this thing eo I know nothing about 

Capt . Colline: I know nothing either, be­
cause when we left the transaction wae between your 
Purchasing IUeeion and the others. 

Mr. Purvis: What you do know , Capt. Collins, 
is that you hive from us the list of stuff which we 
want to get in April, May and June in order to cut 
out our bottl eneck in aircraft production on the other 
side. That is in total , is it not? 

Capt. Collins: That's right. 

Mr. Purvis: And you facilitated us with the 
Corporation In getting what looked like an indication 
from Wilbur that things were going to be all right. 
Now , when we get into detail in our discussion in New 
York, it does not come through thAt way. As I told 
you on the telephone, the other day, we are still 
pressing them to try to get that bottleneck opened 
up. But that's been on the table some time. 

BU.Jr: Not on my table. 

Mr. Purvis: I think you will find I wrote you 
a letter about that in January. 

Hll Jr: But there is nothing - - I have not been 
asked to fulndle this thing. 

Ur. Purvis: I did write you a very urgent 
letter. 

ml,Jr: Oh, you gave me a list or stuff. rirst, 
t h1s mysterious person came over • • • • 

Mr. Purvis: We have been carrying on with Capt. 
Collins. 

Hll ,Jr: Fir st, this mysterious Fr enchman came 
over ••.•• 
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llr. Bloob=Laine: Who wa1 !leT 

811 Jr: •••• that no bod)' oould find, !hat' e 
tiret. lila nobod7 -- get Capt, Oolline to tell rou 
(llr, Bloob-Laine) that •tor,.. Jo one •• enr able 
to looate h1a, !ben, after tbat, J'OU r'" M a lilt 
whioh -. I think, troa Can•Ae whioh turned onr, 
but do I understand tbat tbat lilt rou gave • h what 
they want to bur toda7T 

Mr. tioob-I,e~ne: On tlle J'l'enoh end, we ban 
been procee ng lnolnt conference with Capt. Oolline 
on the requirements and he bae been helping ua w1 th 
the AlWI1DWI Corporation to the be.-t or hie ability. 

Ce!hCalm•: I had no indication tbat the 
deal ae e 11 Mew York •• not going along eat-
ietactor11J' except what I got troa Wilbur, which ea1d 
he •• doing enryth1ng he could to aut deUnrr datu 
you gave h1a, 

llr. Pun1.t: 'l'h11 bae happened in the laet ten 

llr. flooh-Laine: I do th1nlt they are exerting 
every effor • bli\ eo far the reeulte haft not been 
ill11111nat1ng 0 

IIJtJr: Ae tar ae I a11 concerned, I u doing 
not hi~ out it. 

llr, Purvisf: lo, qui te• becauee Capt, Coll1ne 
hae done eftryt ~ pou1ble to open up the e1tuation, 
but in !few York we are not ll&lt1~ the progreee we bad 
hoped. 

CaH. Collin•: Bear down on Wilbur 011 that, 
beoauee Fbur wen\ UP and epent three da7• 1n Pi tte­
burgh and I thought obrtouely that th1e WI going alo~ 
eat1etaotor1ly. 

llr. PUl'J1t: I went beak in !few York and· told 
the11 tbit a,. recOllection or the convereat1on with 
Wilbur - - and Capt. Collins' ie the eaM ae aiDe -­
we net preu tor eo•thing a little aore and then 
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when I •a•n'·t getti~ &n11fhere I aade it 1117 bul1-
neu on ISUDday to eM it I could get another attack 
on him. DI.Tia 1a Preeident ot the Al.UIIimDI Cor­
poration ot Aaerioa. Firat tilll I have ever aet 
hia, I got lOIII bod)' to i ntroduOI ae, 

lll.Jr: Doee not sound aa though it waa ll&k­
ing progress very taet, 

llr. Purv1t: It has been dieappointing. 

B!l~: The reason I bri~ it up at this time, 
1t you ....,..-this prograa will not interfere with your 
requiren~enta t or alua1nua -- I am not eure what ;rour 
requirements are. Let' a skip it tor the moment. 

Mr. Purvis: I don't honeetly belie.e yet that 
it will interfere with this program, but it is some­
thing like t he machine tools, that must be noted. 

lll,Jr: Then the other thing that 1a a little 
bit to one s1de, you ought to know, eapec1all7 1t 
you are going into a new order, the Wright people aq 
this 110rn1ng the;r at1ll have not oloaed a contract with 
England on the engine, the one you gave them attar the 
11tting ot tbe ellbargo. !he:r have Just a little lett. 
'fhe:r ba.e :rour aone:r. But no oontraot. 

Mr. Puma: Well , the drafting atage ot that , 
I have not followed that in detail, but that has been 
turned over to the people down the line tor two montba. 

lll..t:r: The;r aa:y three months. 
have no-contract. 

The:r still 

Kr. Purv1e: First ti.., I have heard ot an:r 
complaint trom them ot an:r kind. It the:r bad an:r 
obJection on an;rth1ng ot that kind, I think that 
should go on record with us. 

HM.Jr: Well, the:r did not ask ae to apeak to 
:rou about !t. But the:r were mentioning it u &~~ong 
their d1ttioultiee when the queet1on ot a new contract 
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ca11111 along -- tht7 etill had not 11gne4 the old 
one. 'fhe7 did not aelt me, but I as ~edng i t 
along to 7011 foJO what it ie worlh. 

Kr. PurTie: I nll cheolt with rq organiza­
tion. You got the uprua1on the dtlaJ was on our 
ddt of the foru.tion of the contract ratheJO tball 
the1J:OeT 

Hll.Jr: Yu. 

Kr. flocb:Laine: SoM of thoet contracte 
have been d ecueeed !or a l ong time. Sinoe Che 
middle of December it hae been decided and nobOdJ' 
complained. !holt contr acts are obligated. 

Kr. Purrte: I thlnlt 7011 will find th1e: 
that Curtiu will a4111t that the7 han a for. of 
letter wh1ch 1e legall7 binding upon ue fl'os the 
outset. 

RN Jr: Well, I am paeeing it along. The7 
eay for tflioee montheJ they ea1d . the7 hoped to e1gn 
it today. 

!he other tb1Jig the7 eay 1t thit: tbt7 hope 
that in any new contract for engines, that 1011 do 
what the rrench han done, and contJ:Oaot d1reotl7 with 
the e!J8tne lll&keJ:Oe and then tul'!l the engines onr to 
the plane buildeJ:Oe, JO&ther than give an order to the 
plane bu1ldeJ:Oe for the engine and then the7 haTt to 
furnieb the enginee to the plallt buildeJ:Oe. Jaw, our 
Ar1117 and NaTJ contJ:Oact diHotl7 with the engine people 
and the rrenoh baTt done the eue thlng and I t h1nlt 
they find that 's bette!". You people gin Lochhee4 an 
oJ:Oder for eo UDJ engine e and planu ••• 

Kr. Pumt: It ... eo. It 1e no laager and 
our IAoii&ed oer tor eupplJ1ng enginu foJO the Loeb­
heed out of a contl:"aot diHot with Curl1te for 1200 
enginee. I bel1en I oan eay that all the Loobhee4 
enginu oou that way. Unleu that queetion wae raiee4 
by Pratt and Wh1tne7, who did not han a oontraot. 

III.Jr: Be •nt1oned Jorth AMrioa. Be did 

• 
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not ·.ention Loohbted. 

Jlr, Pul"n~l 'l'bat t of oouree 1 il t1Ye 110nth1 
old, but the iae oontraot •••• 

lii ,Jrt But rou ban obarlse4t 

Mr. PurYit: I ob&nged it _,eelt, three aonthe 
ago. 

fll ,Jr: What I am trying to do, in an intorul 
manner, I am trring to give rou eome things that are 
bothering them. 

11:-. Purrts: 
one I have oh&nge4, 
it that ther do. 

!her are all good points and that 
beoause I felt the same war about 

(At this point, the Seoretarr 1nYited the en­
gine people to Join the meeting.) 

Hll,Jr: What I am able to report atter talking 
with tMse two gentlemen , 1s thle, whio~ may or aar 
not be news t o r ou. I eYidentlr did not quite under­
stand, thle morning -- did rou people understand that 
as ot J'ebruary 12th all options expired? 

lb-. Ward: 'l'blre was an option 1n our 8rit1eh 
agrseaent ••• • 

Ca~. Collins: lfo. lfo. 

Mr. Ward! .... that expired on the lith. J:n 
our Britlili agreement there wae an option that expired 
on J'ebruar7 11th. 

llr. Gordon: Is this option tor snginest 

19 

Capt, CoU1ntt we are thinking ot the •s• prop'UI. 

Mr. Gordon: •a• program, there •• an extene1on 
time trom fe&ruarr 1 to J'ebruarr loth. As I understand 
it, 1t -s on Saturdar. 

!fr, Purtle: And no exteneion after that! 
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llr. Gordon and Mr. Wardt lo. 

lll,Jr: '!'hen ie 1t )'our W\deretancU~ that 
the elate ie wiped olean on all optionef 

llr. Gor4on: lo. You .. an on optione on •••• 

ID(,Jr: ltre there an)' opt1one with :you other 
than -- I all tallting now what I oall the 181 order. 

llr. Gordon: '!'here were no options. 

HK.Jr: Well, agreementa. 

Mr. Gordon: We ooneldered that that e~ired 
after tlii lOth. We ban n.enr heard &ll)'th1~, one 
wa7 or the other. 

lr• Ward: 'l'hat 1 e our eltuation. 

Mr. Gordon: We have tried to keep the situa­
tion open with inoreaeing cl1tfioult)' from da7 to da)' , 
and one oaee 1 partioularlJ ori t1oial, beoauee a a I 
warned the llluion 'ft would lhortl)' be called on to 
make rearrange111nte and we are now in the llldlt of 
t hose rearrangemente. Again, rearrange111nte will be 
made b a cUfferent wlnner than it the pi'Ogl'a doee 
not go through. 

Ill Jr: Wae there 1011111 particular option for 
eome ~lar engine that e:.:p1red on the 11th? 

llr. Purv1e: We let it e~ire beoauee we thought 
it would interfere with •a•. 

llr. Gordon: laturall)', the llth happened to be 
on Satura:ii, andllonda)' wae a bolida7. On 'rueeda)' we 
bad no wo:rd and !uelda)' llidnight we ooneidered the op­
tion ae dead. On the French ooetraote thlrre are op­
tlone that oal'l')' throUgh 1941. Ulll. ~eh 4o not ban to 
be e:nro1eed until June, eo of oouree the)' are etlll open. 

~: !lilt ae to th1e •s• progra~~, or t.he 
billion~ar pragra~~, troll what these gentle .. n tell 
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~e, that alate 1e wiped cla&D • . 
craft fellowe understand thatT 

If ow, do the air-

Caot. Colline: I think so. Of course, that 
wae an tnrormal arrange~ent and it was only an eetimate 
recently and they have all indicated they must start 
rreeh in negotiations. 

!DltJr: Now, Mr. Purvis and Mr. Blooh-Laine, do 
you wanto uee thie opportunity of telling the people, 
in strictest confidence and have the~ -- only this time 
we will try to keep it secret. 

Kr. Purvie: That is a very i•portant point. 

They have decided -- the Alliee -- to combine 
to establish a program for increaeed potentiali ty in 
airplanes and in engines. There are still some dif­
ficulties in regard to quantity and type. In order 
to clear those up ae promptly as possible , they are 
sending over three men, Col. Jaoqu1n, Mr. Pleven and 
a Br1 tish Air Minietry man, Sir Henry Self, whom I 
know well. Those men are either en route on the 
Clipper, delayed. Self will be here, I think, on 
Sunday. He ' a ooraing by boat, having decided that' • 
a little more sure. 

Now, there are oertain probleme that will re­
main which you will appreciate , I think. Some of 
them are finanoial, including pqaible taxation, which 
I do not need to elaborate, I don't think, at thie 
time. Second ie, we have got to be eure that the 
machine tools output is available for euch a program 
without interfering with existing orders , beoauee 
otherwiee it would e1~11 be cancelling with one hand 
what you were setting up with another. And thirdl:r 
is the queetion on air framee, as to the alUDinua 111t­
uation for extrueione and eo on. I don ' t think that 
that ie a difficult one, but that we can only t ell when 
we get down to actual requiremente. But t hoee thinge 
loo• up ae things that have to be ~ t together. !he 
people who oan put them together are moving as fast 
as they can, but, as you know, our service from lurope 
1s far from good. Self 1a on the boat now. 
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Now, that is about the situation boiled down at 
this moment. If there are any particular oiroumatanoea 
which are fao1ng aft1 one of :rou which would require verr prompt action and which :rou could ooTer up, going back 
t o the talk wh1oh we had when the oom..S. ttee eat before, 
the talk at wh1oh I wae preeent, if there are aPf par­
ticula r situations which inTolTe eoee expenditure• wh1oh 
would enable you, in :rour opinion, to hold, until theee 
gentlemen arrive, the eituation a little further, we 
would like particulars of them and, if neoAeear:r, to 
approTe them so the:r will rell&ln in hand until the maJor 
ooiDID1t!llnt is made. Before that -Jor oo.Ut1D8nt there 
may be some lll1nor oo.Utmente we ehould JMlte to enable 
you to hold your eltuation. 'l'hat 1 e about the story. 

Kr. Gordon: What you are eaying 11 of profound 
i111portano1, beoauee if we haTe the real1&at1on that you 
do intend to proceed, regardleee of ~hat our triende bu7, 
you neoeeear,ll:r would need eng1nee fro• the 't'lll'ioue rela­
t1Ye 11a1ted nuber of engine produoere and we oan be 
guided aooordingl:r in eo far ae we oan control it , but 
go ahead on the aeiUIIPtion that eomething approximately 
what we talked about will enntually come through. 

Now, I preiUIDI, at to these detaile it would be 
well for ue t o contact :rou in !few York. -- :rou are no~ly there -- ·and tell you our problem. We han one or two 
pointe that are extre .. ly critical and we feel that the 
quicker something is done to solTe them -- I haTe in lllnd 
particularly a foundrf -- the better for eTerfbody in­
Yolnd 1t will be, becauee, for eX&IIPle, if we oan handle 
it ourselTee it Juet -.kee that 11a1ch aore •paoi t:r a't'811-
abls t o you and fOIUidr7 capacity for th11 t;rpe of work 
1e 11111 ted. 

Kr. PurTle: I 1hall be 't'lr;r happy to do that. 

l&r. Gordon: We haTe two propertiu under option. 
rhs oos£ of the option ie negl1gible. 

Kr. Pll'fi!: You reaember, that wae ay .uggeetion 
at that Uae. 

Jlr. Gordo~: I - glad to eay -- we bad a great deal of CllrfioUi y with one of thea, Tlrf eerioue d1ffi-
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culty -- but Just a few days ago we actually have that 
under option and that ia an i~rtant one, tor the 
foundry, and it a1ght be · w1ae t o proceed on that. We 
can d1acue1 that with you in Mew York. 

llr. Purvh: Yea. It I may auggut, you haTe 
to remember that what aight look to you like a little 
delay, on a program ot th1a kind ie underetandable. 
'l'h1a 18 1011111thing tlat ia not Just drawn out ot a box, 
eYen trom our angle, leave alone th1a and we IIU.at bear 
in 111nd that we are not delaying th1a one atoa, but we 
have our problema too aa well aa pr oblems ot production 
and I would dielike very much it we got into a •ood 
where we dealt with th1a thing •Why don't they give ue 
an answer?•. We both have problema and it you will 
recognir.e ours, I think we can wortt th1nge out, but 
don't let1 e enter it on t he baaie t hat any ot ue are 
tailing , becauee I don't think ao. I t is a d1tticult situation on the other eide. At that meeting we did 
not think there waa one cbanoe in a million ot it coming through on February 1. 

Yr. Gordon: J'rankly, the thing that baa con­
cerned me aoat -- I have talked to Captain Collina a 
nuaber ot tiaea -- ia not only keeping UP tbe aoral e 
ot our ottice wbo were. all entbuaed over aeeting t he 
schedule we had tentatively set down, but particularly 
to conaerve their energies and not be making ueeleaa 
achedulea and plana, eo we would prefer t o keep that 
at a a1n111U111 until we know what we will do. !low in 
your treaendous training prograa, I think we oan ateer 
a aiddle course. One ·ot our probleaa haa an &11Ua1ng 
aide, which further aakea our problem ditticult, ia that 
originally we eJCPioted the Britiah option t o be exercised.· 'l'hat option included aoae pPO-rate amount ot expedite 
teea. 'l'hat ~t ot teea iag:>ne. 

llr. Purv1e: We would have liked to exeroiae it •• • • 

llr. Gordon: fhe direct ooneequanoe ot that 11 
it I had the eJCP8d1te amount wh1oh waa involved in that 
it would be money enough to handle i-ed1ate problem•· 
We talked 1t onr and it' a Yery involved and I think the 
beat thing tor Ul to do -- it1a a 1peoitio problea - - i1 
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t o oontaot rou diNotlr in Jew York with our proble• 
and eee what we oan worlt out. I oan sar for the 
Wright C~anr, we will endeaTor to hold our prograa 
in suoh a ft1 that it w111 be a 111DUIIIla -- the delar 
will oal18e the 111ni•• a•ount of har•. 

CAPt. Collins: In the matter of seONor on what 
we are dlsouufng, I th1nlt the •oh1ne tools 1111st be 
ginn so11e inltl1ng of what mar happen. 

llr. l'yrTh: I was going to euggut that too. 

Hll,Jr: lnn ·before that Allison ought to be 
not1t1ed. 

~o~r. Pur.ia: I th1nlt if we Just tell -- the 
engine liaiere an aoh1ne tools are •ore 111)ortant than 
the bodies. 

Hll,Jr: I baTe told the •oh1ne tools when an 
order materilizee we would let thea eit in, but I don't 
ese , at th1e stage -- let ae Just aelt thee• two gentle .. n 
here. With th1sl in the wind, would rou be plaoing &ft1 
orders for maoh1ne toole or be doing aft1th1ng about 
lii&Oh1ne tooleT 

Mr. Brown: ,. should. If we baTe assurances 
ot going through we will endeaTOr to baTe Nser.ed for 
ue certain tTP•s of .. chine ••••• 

llr. Pur.is: You understand, quantitiee and t1P81 
are not quite rb:ed. 

Mr. Brown: Yee. ' 
IIK.Jr: Han ther l eft town? 

Mr. Gor4on: !her are all e1tt1ng outeide. 

1111 Jr: I think 1t that ie the oaee, eeeing I 
prollieed h, I think it would be nrr nioe to inTite 
the• in. 

Mr. Puryh: Certa1nl71 We weloo• it, Sir • 

• 
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BK,Jr: It :rou w1ll, B&rr7, I would inrtte thea 
in and it :rou don't mnd, will :rou (llr. Puma ) ll&lta the 
et3 tement once aore . 

Capt. Coll1n!l Are there an:r other queetlona ot 
the engine peoplef 

llr. l'ard: l'e haTe one important queetion which 
I think is more iiiPOrtant to us than it would be to 
fright or Allison and that is that we IUb-oontraot to a 
greater degree than mo1t ooiiJ)&n1ea. OUr auppliera have ,he 
machi ne tool problem. The:r have the 1ame problem we ha,.., 
lfe would haTe to , in order not ·to oau1e dela;r i n :rour pro­
graa, a t a Ter:r earl,- date be permitted t o haTe thea called 
in - - the suppllera -- and haTe them arrange a ooaparable 
prograa aa aoon as we knew :rou ware going ahead on a pro­
gram ot this nature. 

ltr. Purrta: l'hat I would l1ka to do, it :rou can, 
here are these men aotuall:r turning up Frida;r or Saturda;r 
or Sunday. It aeema it we can hold it until we cu talk 
with the.m -- we are a little out ot date; the:r haTe bean 
s1tt1ng q> da:ra and nighte and the:r, no doubt, han IIB4e 
oonaiderable progre11 in their !lind what the problema are 
ot a technical kind and I *h1nk U' we can hold it t ho1e 
tour da;ra, ·it will aan tiae in the long run. But 1t 
t here 1a aome speoial pr oblea :rou haTe and it :rou will 
tell us, I aa sure w will listen . 

HK,Jr: Before these other gentlemen come in, I 
would lilte to talk to llr. Purrta and llr. Blooh-Laine 
alone and I would l ike them to giTe me a chance to turn 
me down. 

(Keaars. Brown, Gordon and l'ard lltt the Secre­
tar:r' e office. ) 

lll.Jr: I can't JiTe :rou a .. urance that th1a thing 
will be kept aeoret. artlcularl:r the •oh1ne tool• -
the:r loTe to tell tbe preaa. !heratore, let' • be practical 
a nd I could do it to llr. Gifford -- an aauing etor:r - -
the S.E. C. would not accept the list beoauae the:r would not 
giTe me their word ot honor that the:r would keep it aecret, 
eo lira. Ilotz kept the liat ot 60 1ecuritiea while I ... 
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gone because I pledged the•• But they handled their publicity so wel l, and I asked them -- I don't know whether they took my suggestion - - to retain a publio relations counsel. I advised them to do that and ex­plain the whole thing, and I don ' t know whether he did it. The way he hae got ten his publicity I think he must have retained a public relations counsel. 

From your standpoint, knowing that this thing cannot be k~pt secret and you don't know how it is go­
ing to leak out, therefore my recomaendation to you 
gent l emen 1e that whatever tontact you have with the press I would tonight •••• 

Mr. Purvis: ••• put something out. 

HY,Jr: So that this thing - - in the first place, from a strategic standpoint of the Allies, it's good news. 
Ur. Purvis: Yea; exactly. 

Mr. Blooh-Laine: Capital! 

HX.Jr: It's good news t hat you are going to do t his t hing. It hodks up with the sale of securities. You can hook both up. . 

Mr. Purvi s : We can perfectly well say that. We can put the condition on it that there are certain dif­ficulties to iron out. 

Mr. Blooh-Laine: •we are contemplating doing it if it is feasible. I 

HK.Jr: But you can't tell 10 or 12 people,over whom I have no control , this informat ion, which , trom the standpoint of the stook market and everything else 
why not get it out 1n the way you would like to get it out rather than peddle it out. This head of th1a air­Plane Chamber of C~roe aeema to have been doi ng aooat 
of the talking and be keeps saying we can aell all the 
airplanes and there are no bottlenecks . 

that 
Mr. Purvis: We were very worried by an article this would be a bad thing for America. 
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ltl~l"l fb1a lnfor.atlon at tht. U• wwld be 
helptal"""frfi a .trateglo at&D4polnt. I~ ~d al.o 
help llr. G1ffo1'4 1n the aale of HOV'1Uea. I ou•t 
••• that the IUSPatlon 1e not good. lhoeftl' belpe4 
hia 414 a beauUtal Job. It U oould be 4olle ao 1t 
will be 1n toaol'I'OW1 1 papera •••• 

lira. llotll T11. A legal hol14aJ. 

'fll. "r 1 • • • • 1t wou 14 g lYe thea a ohanoe to d1g11t 
1t and not · leak out. I think 1t1 a good adrtoe. 

llr. Pfrf' I think we will adopt that and get 
bue:r and ge 1ne4 ,.p. I wonder 1t we oould au 
t h11e people to keep quiet tor to4&7. 

W.Jr: Det1D1tll:rl 
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llr. Pun11: It will not be put out ewer a per1onal ••• 

!JI.Jr: It' 1 1011ething that o,ht to be 1n toaorrow' 1 
papere or, at the lateat, l'r14&7o t I were 1n :rour pol1-
t1on I WOuld lUI to 1e1 IOMthilll!r ill ta.ol'l'OW1 I J)4lJ)IN. 

llr. Pu31 I aight 11e what oan be aafll7 pat 
out and thin w out IOMth1~. 

llr, Bloob-La1ne: ilo :rou think 1t ehould ooae troa 
London! 

IDI.Jr: !hat I lean to ;rou. 

llr. Blo~'•' Pn' Tour adrtoe 11 Yer'f good. Attar 
all, we are wo ng n a foreign oountrT• 

llr. 'X:M' rro. an Matntatratlon angle, t. t!llre 
aDJth1Jii WI I d keep ill 111114 OD the waJ .. did that! 

~r: lo. lo. lf;f peaa 11 1f rou tr7 to get 
1t out Oii""ttie other 1141, :rou w11l be -.ltlllg a week or 
IOo 
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lll.Jr: 
But TOU oan1 t 
put 1t out in 

Beo&uee I : - eo oar~tul on theee thinge. 
keep thie eeoret. therefore, wbJ not 
the -r TOU would 11lte t o ••• 1 t put outt 

Jlr, Purrte: fbat 1 
• the on11 waT one can eYer do 

that thing. 

!Dl,Jr: I take it TOU han a public relatione 
counsel. 

Mr. Pur'l'ie: We ha'l'e our connection. 

there is one other point before the1 coae back which 
I think 111 bound to et1ck itl bead up in the earlT ·~• 
and it 111ght inYoln the Ada1n1etrat1on. I u prettr 
eure when we come to t J'Pis, this dee1rabil1tT of gett1~ 
speed ie going to be 'l'erT i.portant -- the deeirabilitT 
of getting that epeed w1 thout too INch e~baaie on the 
power of enginee. 

!Dl,Jr: You are epeaking of epeed of deliYery or 
of p1ane7 

Jlr, PurYie: ot plane. therefore, euob inetl'IIMnte 
ae euperob&rgere, which ha'l'e been de'l'eloped oYer here, 
wb1ob are 11oret, which would reduce t he UIOUJlt of engine 
ettcrt power, 111ght becoae amuinglT i~rtant in gett~ 
them released, Do you think there ie hope of our getting, 
our aoh1ertng that? 

RM~: Joth1ng ie impoeeible, 
with the eident. 

Mr. Bloob-Laine: I u glad to hear that becauee 
I lett a quer1 With OApt. Collin• on 1uperohargere and 
1 t C&JDeback a 110nth ago eaJ1ng thaT could not be relea1ed. 

Kr. PurY11: Saae ae the Bell aircraft. 
to bur eo• ae fi'ee11 •••• 

RM.Jr: We ga'l'l TOU 25. 

we wanted 

Jlr, ~if: Jo, I Man the Bell. 1fe iaed1ate11 
tound, not 1iii atilT but I ha'l'l Capt, Collin•' fir. 
&dY11e, under date of the 17th, 1&1ing he hal taken it 
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up and ther won't release it. ao1 an~, Capt. CoWna 
euggtlted we look at it and n oan t look at 1t. 

~r: 'fbat' e all right. You will han to go 
through t t regular routine and then oo.e to 11e and I 
will see what I oan do tor roa. 

Mr. Bio~La1Dt: It hae delared tour monthe aJI1-
t h1ng we cou do. 

Jlr. PuJ'Th: I th1nlt we could haYe had 1netruot1one 
from thi Bi'itleh or the French GoYernllente epec1t1oall)o 
to take eo aanr ot that plane, but we can't get to the 
point where we oan look at it. 

89 

Mr. Blo~-La1n! : !he a111tarr people ear d1et1nonr 
1t1 e not for r~eaee. 

Jlr. Purrte: It I mar A1 1t 1n theiB tour walle, 
we hear that thil Gener al 1n oharge would be quite haPP1 
to accept instruction trom higher up, but he doee not in­
tend to lays 1t originate with h1a. 

Hll,Jr: You -n General Arnold or General Brett! 

llr. Purrte: Araold. IIIQ'be I should not ear that. 
I understand there 1e no oppos1t1on prodded he 1e told, 
d1et1nct troa h1e ea,rln« th1e h1aeelt. 

IDI.Jr: '!hat l1ne up to the reputation ot all ~ 
ott1cere. !her are trained to be told. 

llr. Bloch-J:1ne: What is taught 1n the French 11 
whet ie goOd in . t Irrrt is rou don't han t o th1nlt, 

JI!._Jr: I th1nlt how urYeloue it would be to be a 
L1euteniM""In tbe ~. Suoh peace! 

Mr. Pufat: AI a -tter ot taot, tbe .,... th1J11 
h going on w alua1aua. We 41d not -.zst too- and 
aek tor &JI1 help other tha.n what I haYe arzouge4 unt11 
we exh&ueted eftl')'th1ng. Capt. Coll1ne 414 ewrrthlftl 
he oou14 1n etart1ng 1t. 

Mr· Bloob-x1'MI we 41eoowred th1nge in the l&et 
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tew days. fbere 11 a llieunderetan41ng, He ie not 
clear 1n h1e 11ind. 11Je are not 1n a poe1 t1on to tell 
you.• 

Mr. PurTle: After all, we IIUet exhauet all the 110ne 
and 1t takes eo alob longer to u:hauet than you eYer ex­
pected. 

HM,Jr: ~ue~t1on ia who gete exhaueted first. 

Mr. Purvia: We are only juet getting ateam up, 

(At this point, t he engine and aaoh1ne tool people 
joined the group.) 

Hll,Jr: It you genUeJDen -iri11 81 t down, what I 
han been telling you -nutaoturere of tooll 11 that 
1t there was any order from the Zrenoh or English that 
thh time you would be invited in to 1 81t a~ve the sa1CI1 • 

Wr. PurYill: fhat deeoribee it very well. 

Hll Jr: So I thl.nlt Mr. PuMie will tell you now, 
1n contia:nce, and he' a going to ask you to keep th1e 
t or at least 24 hours, until be gete some time to g1Ye 
s ome sort ot formal release, wh1oh they are proposing to 
do. I don't th1nk it' s asking too auch to keep it se­
cret tor 24 houre, so Kr. Purvia, 1t you will proceed. 

Mr. PurYit: We would ask you very epaoitically 
to give us thatime because otberw1 .. U owill oo•• out 
the wrong wa7 and perhaps the wrong way tor you and then 
ao me h1 tch will arlee. 

The Allied Governments ba.,. deoided to ooaabine 
together in aoh1ertng an add1 tional prograa OYer here 
involving both enginea and airoratt. lxaot quanti ties 
and typee are not 711t eettl.H and to eo• mot that 
will depend upon aotual possibilities of aob1s'r1ng a 
prograa. 'l'here 111 a oomalsalon on its -. OYer; three 
individual a, two of whoa ban already been here and 
another one ie ooa1ng. 'l'hey are etrl.king the ueual 
dittioultiee in gstting hera. fhey are on their W&1 
w1th a Y1ew to ~laking as 11&!11 deo1e1one on th1e aide -­
they will haYS a h1gb degrse of authority. Ho doubt 
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80118 references they will han to ulte. D1tt1cult1ea 
to ~ overcome on th1a aide ot the water are aoae t1nan­
o1al, taxation. !here 1a a qu .. t1on aa to whether thia 
new program will involve d1ft1cult1ea from the .. chine 
t ools end. We put that ney high on the l1et. If 1 t 
i8 not fea1lble fl:'oa the aachine tool end, 1t won't be 
doni, beoause 1t1 e no uee putting ordera tor aew planea 
1t 1t will interfere with a1J'oratt over there. Another 
thing we have to woi'J'1 about 11 1n the air traaes, under 
alWI1num, but we don't th1nlt that 11 a difficulty, but I 
give it as an illustration of the kind of th1.ng we have 
got to be sure of before we know that what we want to do 
now definitely 1a feae1ble . So that we ahall be pre­
pared to go into huddlea ae eooa aa thel8 gentleaen ar­
r ive. And, 1n the MantiM, 1f there are &D7 specific 
or particular probleu that are neceaaaey for diecuea1on, 
Kr. Bloch-Laine and I are available, e1 ther here or 1n 
New Yon, With you 1nd1v1dually or aa a grwp. Speo1t1c 
probleme, although I don't euppoee there will be ~~any of 
t hose. That 1s about the stoJ'7, t.rom our view. 

HK Jr: Would you gentlemen 1n the machine tool 
businese fiie to aek any questionaf This would be a 
good oportun1ty. 

Mr. GaYlO~I 'rhe firet queet1on 11 what toole 
do you need an preaUJte we w1ll get that anawer whea 
deo1s1on hae been reached •••• 

(So• oonveraat1on between several of those pres­
ent which wae not audible.) 

Mr. Ward: Ie th1a contemplated purohase program 
about 1n the original 11111, of the original one we talked 
about? 

Mr. Puma: I have to be careful on that. As 
1 t oo•a to us, it 11 a deo1a1oa on the part of the .All118 
t o aalte a ooab1ned ~rprograa over and abon the pr .. ent 
f or enginea and airplane•, but else and tJPSa, no doubt 
queet1ona 1n regard to tJPe han ar1aen, no doubt ,aa • 
result of the faot that Jacquin hal been over and aeen 
what 11 there and the A.1r ll1niatry in London. hae some 
i deas and there are aome queat1ona of type involved, be-
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cause we want to be tully advised a e to quantities. 
I suggest to you it' s an important and substantial 
progr am, but when it ~eta to actual quantities I don't 
t hink we shall know until we know bow feasible it is 
t o work out t he mchine tool and engine and aluminum 
problems. 

Mr. Ward: The reason tor asking the question 
at this point, primarily the main rea son is , we have 
the machine tool industry, as tor Wright, Allison and 
ourselves, t hoee machine tools which we will probably 
need tor a program roughly outlined originally. Obvi­
ously, as Mr. Gaylord brings out, tor them to give us 
apPc1tic informati on on which to r ound our deliveries, 
1n turn we have t o have somet hing more specific than 
that. Up to date t hey have had opportunity ot generally 
exploring what 1t would mean to their industry to turn 
out tools and , roughly, quantity and types which we gave 
t o t hem on a preliminary memtrandum. I doubt there 1a 
anything more we can do. 

Mr. Purvis: Could that be reduced to some terms 
so t hat when the arrival or these gentlemen t akes place 
we could give them a sort or memorandum or what that 
Pi cture 1a, because you a re working on the basta or 
certa in quantities. Those I take 1t are top quantities 
now, because teaa1b1lity may be the a nswer. Feaa1b1l1ty 
rro~ the point or view I have mentioned. I think 1! 
we knew what your problems were on that program from the 
machine tool end, as you have 1t today, and could have it 
1n memorandum rorm tor the arrival or these gentlemen, one 
t hing would be on the table straight away. The whole 
program will have to be handled with a great deal or care. 
I think it can't be done 1n any h1t or mill way. 

llr. Ward: This memorandum t hat we gave was tor, 
we shall aay, etud,y, baaed largely on broad tact ore 
which we have alread)< explored 1n previous prograJDs. 
That program, in tum, we have to apply a factor to 
estimate the needs or auool1ers who are supplying tools, 
so obviously the program- is not 1n any sense a finished 
work. 

Mr. Purv1e: Not a b1t . 

Mr. Ward: I can ' t say what the •chine tool 
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indultl'f hal 41100\'INd 10 far 1n HIPIOt to that pro­
gram. 

Mr. LOYelll You h&Te a. epeeifio lilt on than 

nudl 

llr. Wari: 'l'alting Pratt-Whitne:r &I an IX&IIIple, bat 
an;r woi1t iie.none to explore ... 

Mr. Berna: Joth1ng. 

Mr. Ward: !bin there 11 nothing to gift llr. Purrt1. 

llr. Berna: You h&Te to Mke a ooJBplete eune:r. 

llr. Ward: 'flw.t llr. Bema il l&ying, for the •oh1ne 
tool induetr;r, the;r oan1 t giTe the engine people a platfo~ 
to work on until :rou gift ue a platfor.. 

Mr. Puni1: We will get to the iuue in an open 
wa;r in1tead of b&rtng to handle it w1 th 1toreo:r ae we 41d 
before. 

Mr. WaN: I would like to llake th1e laet obeena­
t1on: Tbit while thoee ehpe were ooTtred -nrr qu1o'ltl;r 
here 1n a few 1entenoe1, it 1~1Tel a great ••1 of wo~ 
and with ..,.er:rboc!;r turning to U et1ll gi-ne a lapsed 
period and not an;rth1ng tba t oan be done 1n two or three 
da;re. I - not tr;ring to gin :rou an anewer, but trr1ng 
to point out what 11n1 t the anewer and the •oh1ne tool 
people WOUld ban to tell ue bow long tbl:r need to esplore 
the 11tu&t1on, but I 1aag1ne 1t1 e a period of oone14e~le 
lapHd u ... 

llr. ~~ At lean we 11'111 geJ...e ele•ntaJ'J 
idea or tjpe~ Qlallt1t1ee OYer and abbft 'tlbd ... are 
th1nt.lnc of earl:r in the ooa1ng nu. !!wn we eMll !law 
to prooeld, 1 t ..... to ae, on the bae1e of trr1ng to 
aueu the aaoh1DI tool aaltere an4 the a11'0Nft to '" 
what are the botUeMolte an4 ocmoentrat1ng 011 that t1rn. 
But there will be oerta1n boUleneolte of toole d1ft1ouU 
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to make whloh will be concentrated on tiret, and then 
mo...e out. 

Mr. Garlord: I don't want to give :you any talee 
hope, bu~ to get the bottleneck• ;you have to get :your 
liete tiret and then eelect the bottlenecke. 

RK Jr: I don't think :you can accoqpl1eh 1111ch 
more toiia; other than that :you 'know that there ie an 
order ooll1ng. 

Mr. PurYie: '!'hat' 1 really what it ~ete to, pro­
vided it ie feae~ble and praotical to work it out . 

Mr. Lovey: Could we do tn7thing today in etarti.ng 
t hie detailed inquiry in our own plante? 

I:Al,Jr: You had better wait t or ~ houre. It' 1 
all right t omorrow; better wa1 t until Friday. 

Mr. Gaylord: I am wondering it :rou oan auggeet 
words that we iDlglit uae in talking to our 1118mbera to 
emphaeh.e t he importance ot th1e program. 

I:Al,Jr: Well, with ladiet prel8nt, I am eort ot 
handicapped. 

Ill'. Garlord: It ;you will Jutt le&Ye thoee blank, 
1t will help me. I droYe -111 once, 

!II.Jra It ;you did, U18 enr;ything that ;you learned. 

Mr. PurYil: we can Yiew it w1 th the potentialit;y 
ot building liP the aircraft induttr;y in thie countr;r. 

JDILJr: Oh, ;yeel And I haYe e:xpla111ed to enr;y-
bod;y tliitdoaettic conaua'QUon, the Yalue t or our otm 
National detenlt hae been- pla;yed down and I think that' 1 
all to the good and it' a 10111th1ng -- oertainl7, I appre­
ciate what it .. ana to build ~ our otm induetr;y at ;your 
e.xpen~t. 

¥f· Gazt~: !hen •n belie.,. -- the Ad.minietra-
tion be~..,.. ; utordt u opportunlt;y to build up our 
own lational detenlte and public oi t1un1 to ll&ke t'l'tr;y 

• 
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saoritice neoesaarr•. 

HM,Jr: I don't t hink I woUld put it-- I think 
this 1e good bue1neu t or rou IIIUilltaotw-.re: ,1t 1 s good 
business trom the etandpoint ot Nat i onal defense, because 
it enables us to lte7 up our airplane pr oducti on to a belie 
that i n case t he tin. should come - - and we all hope it 
won't-- it we should need this production t or ourselves, 
i t ' s there. But I don't think I would put it on a patriotic 
basis. I think the profit motive is more inducive - -I 
will leave it t o you. All I oan say to you i s I would 
not be sitting here tor the President , l oOking a t it trom 
domes t ic economy and Na tional defense it we did not think 
it was good to take these orders. The Administration 
!eels it is good ! rom t heir angle to accept these orders 
and I am sitting here trying to be helptul so that when 
t he order materialiue to see that it f lows as ea s117 ae 
possible without disturbing our National economy. Up 
t o now the whole question ot cost ot livi ng has been kept 
down and we don't want to see these peaks in a taw indue­
tries go up and di st ort everything. It's ver:r important. 
It I had to do it, I would not appeal to people's patriot-
18m. It's Just good commonsense. 

Mr. Gaylord: The coi!I!Don sense ground is not a 
very sound foundation. · 

HW,Jr: Well, you use your own Judgment and whatever 
mules respond to , rou use it. 

Wr. LovelY: One hitch is we •ut not treat the 
Allies' purchases as we would t he mule s . Is t here anT­
t hing that you might say at t his time , probably there ien' t, 
but that question will come up later about priority on the 
program here ae opposed to the program on shipment ot ma­
chine tools abroad. 

Wr. Purvis: I would say it it would interfere with 
a1roratt production on the ot her side, there would be no 
queetion ot pri oriti es. Priorit;r would be to continue 
when present channels make sure t hat all moves, the tiaing 
ot which i s eo iiiJ)Ortant ••• • 

Mr. Lovel~ : Priorit7 in your mind ie on commit­
ments already ma e. 

llr. Purvis: Oh, yael Both in a1roratt and uohine 
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tooll and there it no question in that • 

.-. Blocb-Laine: There 1e no quution in the 
minds of thii Govern•nte. It we had to obooee bet .. en 
maohine toole and e~inee, we would ohooee .aohlne toole. 

HK,Jr: All right, gentlemen . 

(All lett exoept the !reasurr people. ) 

HK.Jr: (To Capt •. Colline) You phone all the 
a1rorart .anutaoturere and tell them on the 24-hour bat1e 
and tell them to keep it quiet. It ie all the aore ia­
portant now that you get the AriiQ" and lfavy to give ae a 
surve7 ot what' 1 on order tor Japan and Rueda. 

(Mr. Cochran oame in. •) 

HK,Jr: (To Mr. Cochran). Merle, I want 70U to 
take theee gentlemen into 70ur ottioe and draft a cable 
for • to the Pret1dlnt telling them What ~pened thit morning. I would ttart in, tirtt, we have adt progreet 
on the baok ordere, what that tituation 11; and then 
about thie new order and the taot that -- well, I would 
g1 ve hia a IUIIJIIIU'7 and eiiiJihaair.t on the new order tha 
t h ing that 1t ooaing. Arter all, thit 1t a oablt that 
Purvie got and theee are hie i.netruot1one and I want it 
to go to the Prtt1dent and inaelaloh ae thle will braalt 
to!lorrow aorning, I don't "' wh1 Mr. Hull •• •• 

Capt. Collin!: ~ about aet 

HK.Jr: You had better go tonight (to Florida tor 
a vaoatlon) and whln this thing breakt we oan get 70U back. 
lfhen thay reall7 begin to sit down, I will eend tor 1•• 
I won't tend tor 7011 until eOM'bod7 hat to tit down aa4 
OOOrdin&t!. 

ooo-oOo 
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February 16, 1940. 

British and French Governments have given 
anxious consideration to results of investigation 
of sal e recently carried out by Pleven and Jacquin 
jointly with Greenly. 

2 . Alli ed Governments have agreed to 
combine to establish an increased potentiality in 
the United States for the manufacture of air fra•e• 
and engines. 

3 . They have further agreed, that orders 
should be placed suffici ently substantial to attract 
active interest of firma concerned, and in case of 
engines, to ensure collaboration of • General Motors• 
and in case of air frames , combination of leading 
ID&Ilufacturers on lines envisaged . 

4• Allied Governments are not, however , in 
a pos ition to give in this telegram an immediate 
indication of number of engines and planes that, 
in addition to outstanding orders, and existing 
options, they will require from Unit ed States 
industry. There are certain technical questions, 
such as, types to be ordered, propor t ion between 
types , nature of armaments, and so on, which must 
firs t be settled, partly by fUrther d i scussions 
here , but chiefly by further discussion 1n the 
United States with various interests concerned. 
There are also financial questions to be clarified, 
and settled . Colonel Jacquin of t he French Air 
Ministry, Sir Henry Self, British Air Ministry, 
and Mons. Pleven, will leave at earliest possible 
date to undertake further discussions with Uni--·· --~ 
States interests. They will report to you on 
arrival. 

5 . Allied Government s are anxious that 
periodical deliver ies should not be delayed beyond 
that hitherto contemplated. They suggest therefore , 
that you infor• Mr. Koraentbau confidentially or 
t heir intentions as stated in preceding paragraphs . 
If he agrees, they suggest interested firms should 
be informed also, in confidence through Captain 
Collins. They further suggest , leading firms which 
were consult ed should be asked not to postpone any 
preparatory measures in the way of organization and 
planning that they might be willing t o undertake 
without commitment• for Allied Governments. Any 
planning (of) expenditure reasonably incurred would 
ot courae be reilobursed. 

6 . In any conversa tion you might have on 
the subject with Mr. Mor genthau, or r epresentatives 
of American Administration, the following points 
should also be emphasised as being of particular 
concern to Allied Governments . 
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7 . (A) Commitments of Allied Governments in 
respect of dollar purchases are already very serious, 
and will inevitably grow. Estimates given by the 
industry as they stand at present would involve 
extremely heavy drain on dollar r esources of Allied 
Governments . Allied Governments would accordingly 
wi sh to be assured that increased potentialities 
t hey are seeking cannot be obtained at lower cost, 
and they trust the Administration will give them 
active support in this respect . They hope in this 
connection that any sums t hey may have to invest 
for plant expansion will not be subject to Income 
Tax. 

(B) It is essential that machine t ool 
makers should be party to any understandings that 
may be reached in respect of engine and air-frame 
deliveries and that Allied Governments should be 
broadly assured of t he compatibility of such de­
liveries with fulfilment of orders placed on French 
and Bri tish account for the supply of machine tools 
from United Stat es. 

(C) Before any orders are actually 
placed for engines and air-frames , Allied Governments 
would wish to be assured that the supply or alum­
inium alloy which they are counting on obta1n1ng 
from United States for t heir respective national 
p.rogrammes, and which you have communicated figures 
to Administr ation, will be forthcoming . 

8 . Please convey t o Mr. Morgenthau expression 
of keen appreciat ion of the two Governments for 
assistance he has already given, and of their hope 
that he will find it possible to continue to give 
us his valuable help. 

9. Kindly transmit copy or this telegram 
to Colonel Gr eenly. 
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••'llnu7 21, 1,-o 

.... 1'1a c.... lu.M 

' .... 
s . •• ~~ae.u .... STRICTLY CONFID ENTI AL 

At a -\liiC la fiT dttoe W• -.be at ...,. .. wre prneat repr .. 
ooatatlftt of alrpl aaa oQClu nataewen w a ae..tt"'• repr .. eaUIIC 
tlwl -blM tool kl14en, t'M eactu _, .. .....,.. reparh4 tMt whil e 
4elhv1H ef "'•11 .,.. aet -., "' tile oriciaal .. u..,. n Wul11. 101b-
1taa\!u PI'ICI'U' lYe "• _.. la ~peedliiC -., &eu.,...,... A .,., ,. .. 
coepll'atlft tpli'H ..,... uhh bahlft tiM tw l.._trt••· llae e.,tu 
peepl• fHl tba\ •••»WIIC penl\11 la MliiC 4ou \7 t'M -.htae '"1 .. ..,aal... Ja ... .,... . .. fiT u..... ......... tiM lllcl- ............. ... 
1tat .. \M7- Mllaft '1117- -· \belr CIOil\rMtual 4111ftr7 .. ... 
oa both !'Jo-b u4 la&lhb uhtbc ,,..,,.. , lfHI<l¥ PI"'CC''M I'IJlll'h rill 
'bo .... to • ooacara111C 4ellftrl•• af t~Millu toal.l ,., oa , ,...,., 

Mr. Plant• w Mr. J~ Wu J•lM4 \be -•lac allll llr. l'wl'9to ,.... 
!rea a oabh t~oa• lie W r.oehe4 la .,.Ill U wu obtl4 t hat rr-• ... 
Cr t a\ JrUala W 4"1414 \o Jola l a • nbe\llltlu procraa for tba ,.,.....,.._ 
MDt of etrpl-• ,.. -cUe•• 'ba' r epre••'-tl"• of bo'h • .,..vt ......... 
Upll \14 to anlw l a Wa -•1'7 la a fw ~·· aD4 Q,pea tklr arriftl 
wnl4 4hcn~u \be \Jpto If plaut &all aactue 41111'14 &1111 ciallftr ha '11111111 
alc)lt bo bat . ~ 1 '"hl• oa Wt polat wov.l4 41)>ea4 •~~a oha or \be 
tortbooalac pncru. lull p i'ICf'*ll, ""''""• wm&U aot w ponoU"' \1 
latorfare wUb .UaUAC or4an plu .. b7 a-. la •hi• cou\r)' ror .olaiM 
teoh, eact»• ... uud- "' ba ..... la , .. _,..,-.,.. ot pl .ua• ......,., 

Captala QwlllU 1; la'e• f'l *lt,e ··mfW ... IIC IMCArM la ftp& .. 
the :f .. , .. ,... 'nit .uu .. hnbaeliiC C.•haloa pl&M to hne a'"'' 
r tleuo l'Mr•• toalpt •r to.,,....,, •r•l iiC• 

(llcM4) • • • • h. 
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February 21, l 94o 

Sent via Coast Ousrd 

tM PneU.t 3 p . ... 

1. 1. lluealMea STRICTLY CONFi DENTIAl 
•• a -u .. la ~ .m .. We ........ ""* ...,.. '"-' np.-.. ... -. ...... ., .. .,t_ ucs .. _, .. tann ... ....,., ... "P"e .. , ... 

u.. -.s .. \Ml'llllllltan, , .. eaciM _, .. --.r..,_, .. ....,, .-.1. 
t elhwlM el '"1' .... •• 11p .. .._ erlcbAl tallYWF ec'th'"• w\-
a\a&Ual pncne• M8 Ma& _.. la ........ 11p Aall.-lM. .1. 9WF ...,_ 
_, ... u .. .,lrit ... uhla -. ...... .._ '" ,.._ .... ,,. tM -..t• 
paapl• fMl , .. , ~ .. ,. .. nle le Wac .... ~ , .. _ ..... tMl ....,..s... la ,..,,.,, .. • """' .-u ... ,.,. .._. .. _,....,..., 
.-., .. ._ - 'Mlla- 'hl7 - -· ... b ... a-.. tut Aaliftr7 ..... 
ea Mlh h-'b ..,. J-.llu uleU .. '"'"· 'feeltl7 precraaa raperte will 
._, _.., \a .. ooMW&l .. ulherl" ef ....Sae "'le aow oa orior • 

... Pvrl•-' .... 11a• w .. .t•lMA..,. -uac A4 Mr. ,..,.,h nat 
tree a aaloh tkl 11a W r_l.,.. la _..oil U wu a\ah4 \1111\ ,._,-' 
Oreal lrUala 11M tMlU& h .tola la a nhtaaUal procr• for \M preGVe­
-• of alrpl- aat -ctMe, lllal repre .. alali'r" of "'b •-tri" -• 
111pMW \o anlft la We -\11'7 la a f., U,a, aa4 >q>ea \ball' arrhal 
..U4 tlanaa .._ \Jpaa el pt-a ut -ct- beln4 u4 4ellftrl" ..Sell 
al&ill be 'bet. Upaa a 4MlalM •• tllla pola\ •1114 ,.,... U. aha of \lie 
ferllloealac pracna. lull,..,_, ...... .-. woa1.4 .. , w porauw" 
lalall'fue wl\ll ulaUac utan pl .... ~ t11aa b We -V7 for •*•• 
lMh, .._._ ut at,.( " 'M ••• la u. _, .. ...,. e1 p~ alona&. 

• ' a ••· tM uu .. ,.... ......... a.aal .. l•• ,~ ....... a •-• 
re1- ........ "al&Jil er '-"'" -.tac. 

(Slgnod) H, M. Jr . 
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TO 

Subject: 

Present: 

• 101 
~~ I 
~~ 

DAft February 21 , 194o 

Secretary~~enthau 

J.(r . He..a)[!!;f/• 
llotes db meeting held in Secretary J,!orgenthau' s office 
on February 21, 194o, at 9:15 A.K., on ways and means 
to secure adequat e machine tools in order to increase 
sharply the production of airplane engines in the 
United States . 

For the entire meeting: 

Secretary J.(orgenthau 

J.(r. Myron B. Gordon, Vice President, and 
1!r. P. If. Brown, 

Wright Aeronautical Company . 

!.lr. J . 0. Ward, General lo!anager, 
Pratt- Whitney Engine Company. 

Captain Collins 

Cooing i nto the meeting at 10: 20 A. W. : 

J.(r . Robert B. Gaylord, 
J.(r . John E. Lovely, and 
Ur. Tell Berna, representing the 

National Kach1ne Tool Builders ' A&soc1ation. 

The Wright Aeronautical Company submitted a written progress 
report which the Secretary read. This report indicated that 
oachi ne tools on order for t he company now showed a total of 1 , 034 
•oach1ne weeks" overdue . !his r epr esented an 111provecent of 270 
•:nchi ne weeks" over the situation prevailing at the last meeting 
with t he Secretary . The report also showed that at this tiae, 
according to original delivery schedules , 72 peroent of the total 
o~er should have been delivered whereas deli Teri es haTs &IIOunted 
to 44 percent . 
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The Secretary asked Ur . Ward, of the Pratt- 1'/hitney Company, · 
lf he could supply f i gures on t he same basis . Mr. Ward sai d that 
he di d not have f i gures compi led on t hat basis as t heir machine 
tool problem wae somewhat different than that of t he Wright Aero­
ne.uti Cl'.l Cocpany. He poi nted out that the Pratt-l'lhi tney Company' 8 roorehension concerned certai n key machines whereas t he Wri ght 
Aeroncutic~ Conpany ' e problem was in a large measure that ot 
•ecuring Qachinee for tra i ning purposes, , etc. The Secretary 
aoked !lr. :7ard tor the number and names of the co1110anies v1ho 
1anutr.ctured the so- called key machines whose deliveries were 
flvin[; his company trouble . llr . 7/ard said there :vere 5 oompnnies 
but he did not reoell off- hand all their names . He sai d that t hese 
oom'l~ n ies had moved up their deli very schedules recently . l.!r . Brown 
mentioned that t he Bullard Company (Bri dgeport , Conn .) had moved 
up delivery on a machine tool order ~ months . 

~he Secretary asked Mr. Gordon if hie company was goi ng to 
be f er behind on its French and English deliveries under existing 
contracts . Ur. Gordon sai d he felt they now could meat their oon­
trpotUlll delivery dates . These, he sai d , were socewhat later than 
thE>ir own shop s chedules . The Secretary asked Hr. '.7ard the same 
ouest ion . !.!r. Ward said he tel t hi s comoany could probably meet 
its contr actual delivery schedules , that i ts production nas ahead 
ot schedule into April but after April muoh depended upon t he 
CPchine tool order situati on . He said by July their engine pro­
t\uction l?ould equal 4oo to 500 engines per mont h . Mr. Gordon said 
their production in. July would be about 23~ engines per month. 

got h t!r . Gordon a nd llr. 17ard said thD.t as a result of the 
c~nrerences initiated by t he Secretary the whole atti tude of the 
~chine tool builders had greatly improved and that there was now 
n a~1rit of cooperati on . Both felt the machine tool bui lders 
~ere ectually doing ever ything they possibly could to improve the 
situation . I.!r . \'lard indicated that the L!aohlne Tool Buil ders ' 
Asaooint1on had set up a special committee t o deal with the machine 
tool order nroblem of t he ai rpl ane engine manufacturers . The 
!:ncnine Tool Builders 1 Associ a tion had P.dvised t he engine compenies 
to cet in touch with the individual machine t ool company in case 
or any deliver y difficulty and 1f a satisfactory arrangement could 
not be worked out t he problem should t hen be turned over t o t he 
e~ecial cocoi~tee set up by the Associati on. He indicated that t he 
~roblec had not been solved but that certainly very definite pro­
~rese hnd been made . 

The Secretary a sked ~. Gordon how the Bullard Cocpany was 
cble to shorten t he delivery date on t he order which he mentioned. 
:.:r. Gordon said he was not positive but on t he baeis of some infor­
tll'. tion he had rece1 ved he thought t hey had diverted deliveries 
troc some Russian orders . 

, 
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The Secret ary t old the r epresentative& or t he Wright Aero­
naut icnl Company and the Pr att- Whitney Company t hat he would l i ke 
to !~ve t hem fur nish h i m wi th a weekly progreos report. The 
s~oretPry i ndica ted t hat he wao leaving any policing which was 
n~cecsrry t o t he industr y itself, and that i t t he engine manu­
f •cturers felt they wanted another meeti ng called t hey shoul d get 
1n touch with him. The Secretary added t ha t it he wao not satis­
f i ed wi th t he progreso bei ng made he would call a meeting . I n t he 
oe£>.nt1Cle , he sa i d , t he weekly report s would keep h1m i nformed or 
nro( ress being made . 

llr . Gordon said t he.t something should be done about this new 
Eri t i sh- Fr ench program, a s he did not think i t was f air to keep 
the mrchi ne tool men and others in s uspense . He sai d he thought 
t•.e issue should be forced as to what t he Alli es wer e goi ng t o do 
~it~ rega rd to t he p rospective program . Ur. 7ard agreed and oa1d 
t· ey should be t old t hat manufacturers i n this count r y could not 
~ol~ t he situation open any longer . The Secretary said be had 
not seen l!r . PurVis t or t wo weeks, but underot ood he wao in t he 
ci ty and would cal l him over now. The Secretary sai d he t hought 
::!'. Purvis should be t ol d that all bets were ot t on t he eo- called 
··i r. program, and the.t everyt hing woul.d etar t new at t he t i me the 
All i es made up t heir minds . 

t:r. Gordon, i n what he called a s i de-line comment, menti oned 
t!.l' t in connec t i on wi t h a Bri t i eh order for 1200 engines the 
neeres t thing he had to a contrac t was one s hort letter and that 
.. i s CO::J"an:' had been unabl e t o get a com"Olet e contract signed by 
: .e -ri tisb after 3 months negotiations . He added, however, the 
: r1~isb were advancing money suffi ci ent to cover all t he fi nanci al 
outlcye which his company was making . He sai d t he company had 
tr1ed ' to use its French contract au a patter n tor the Br itish 
contrpct , but t hat t he Br i t i sh had rai s ed many questions with 
regrrd t o cancella t i on provisions , etc . The Secr etar y a sked i t t he 
cooryrny was goi ng ahead on the producti on despi te t he contract 
di fficulties . Mr . Gordon replied t hat it was , a s t he Bri t i sh 
cdvnnces kept t hem covered financially at all t i mes. 

,. ~. Gayl.ord, Ur . Lovel y, and Ur. Berna , represent i ng the 
-rch1ne Tool Builders ' Associ ati on, came i nt o the meeting. 

!:!r. Gaylord r eported tor t he machine t ool buil ders and said 
t ht' t he t hought the del ivery s ituation had i mproved a nd t hat t he1 
• ere now taking ca re or t he gr eat bulk of orders which had been 
causi ng diff icult y . He said t hat deliveries were not up to orig­
i nal hopes in all cases but that t he engine manufacturers were 
fao1l i ar With t hese instances . He added t hat it certain oases had 
not by now been dealt with to the sa t i sf action or the engine 
u.nutact ur era , t he Association would be glad to take these sit-
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vations up again and apply even more radical measures . I n general, 
he said, he t hought the problem was now well in hand. 

Ur. Gaylord a sked the Secretary it the Gover nment was willing 
to pl~tce an embargo on Russi an machine tool shipments . The Secre­
t~ry explained that be was waiting tor an i nvsntorT ot machine tool 
orders in this country tor deliver y to J~tpan and Ruse1a. As soon 
rs this inventor,y had been completed , the Presi dent would be in a 
uoaition to consi der t he matter, the Secretary said. ~e added 
t~~t t he f actors determining wbat would be done would be the 
volume or Russ i an orders in t h i s country and bow strategic these 
mr.cb1nea were . The Secretary indicated that t his matter const itu­
t ed a different problem, and that he want ed at t his time to oon­
oider only the problem of t he airplane engine manufacturers . 

:~ . Gaylord told the Secretary he thoucht these conferences 
!~~ ~ertormed a very real service, and that now the two gr oupe could 
=eet, i ndustry with industr y, and work out their difficulties . 

':'he Secretary said he would like to leave a fiOrd wt th the 
l rou? . He sai d that t he engi ne manufacturers were going t o supply 
'lin ·· i th a weekly progr ess report and i t t he engi ne manufacturers 
\"ere not satisfied wi tb machine tool deliveri es t hey would get in 
touch with him. The Secretar y told the machine tool people that 
t he some applied to them, that he was available a t any t i me to be 
of ~esistance in this problem. The Secretary mentioned that as 
soon as any information became available on t he new Allied order, 
the !Wch1ne tool people would be i nformed i mmediately . 

':'he Secretary adjourned the meeting tor ten minutes, await­
in<- t he arrival of l.!r. Purvi s and Ur . Blooh- La1ne, of' the Anglo­
?rench Purchasing Commission . 
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!he attaoW 1e a Dote wbloh the S.oretarr hendef. 
t o Kra. n ot& at the ll o' oloo't •eU ng th1e 1101"D1ag, 
betwean Jlr. :rurne, Jlr. lloo!l-IA1ne, the engine people 
and the •oh1ne tool people. 

• 

• 

105 

Regraded Uclassified



?:" _:__. ~. 
9 f ~ ~ - ~c~~ 
vc4Jn,•l; ~ -~-~. A4 
~. '.::c4. ' ~ . 

• l • 

II 

• eo : 

0 u 

t:I • f. • t ~.t i J..I ~ ••• 
~---

• --
:tl • l'j ' AJ;J 

Regraded Uclassified



TREASURY DEPARTMENT 

INT£R..OFFICII: COMMUNICATION 

TO Secretary lo!orgenthau 

r~oM l!r . Cocbr&11 STRICTLY CONFIDE NT !. .... 

. U 4 o'clock thia afternoon I delivered peraonally to llr, Bull a copy 
o! the "a:10ranclnll dated J'ebnl&r7 16 which llr. Purvh banded to the Secretary 
t!lil ICOrnin;:. I aho delivered to llr. llllll a photoatat copy oC the aecret 
noteo on t he British foreip ellllhange position handed to me under date oC 
February 15 by ).lr . Pinaent , 

The Secretary of State aakecl me t o thanlc Seoretar;y llorgentheu for 
tbcae documents. In connection with t he Britiah ezchenge ~estion, Secretary 
!!ull toU me thet he •• preuint; the Bri tiah ver;y atrenuoual;r to do aome­
~b~ng about buyin;: J.meriCM aa:ricultural products. Be atated tllllt the 
3rit1ah were C'.ltting out about 951' of the !Japorta of .berican agricultural 
jX!'odu.eta envisaged b;y the Trade A&reeDent, &11d .. re no• buying replace 
produ.eta !roo the a:oat cliatant colonlea or the 110at indpi.ticant foreip 
countriea. 'lhlle appreciative of the llr1Uah need to econocise on foreip 
•x.:hAD«e, the Secretary hoped the Trea!llll'y lllight auht 1n l.JIIpreaaing upo.n 
the Bri thh that their preaent polic;r will do much to alienate the oympath;y 
of .A.merica for E116land and 1118)' contribute aerioual;y to an isolation tendenc:r 
in tbia countr;y. 
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(lfr.Foley and Wra. Ilotz present when Secretary 
dict ated the f ollowing, but Pole:y was not pre l-
ent when t he Seoretar:y dictated t he last paragraph. ) 

February 21, 1940 

8111 Douglas bad lunch w1th me . 

I t1rat stated to h1m how I felt about the 
pr1no1plea and that the S.E.O. should accept th1s 
t hing and I said it 1s very interesting to note that 
in all of t h e publicity not once hae the consumer ot 
electricity been mentioned-- it1 s always the stock­
holder and the bondholder. and t he 1ndiv1duala who are 
going t o gat the reoeiver1hip, and not once the con­
sumer, and that appointing these men, who pays tor their 
tso,ooo ealar1ea and the oost ot reorgan1zat1on7 n. 
OOnSUliSr, 

Dougl&l ~• in complete aooord with me as to the 
principles. He said last night that Frank came to see 
him tor t he first time and told him all h1a troubles and 
t hat either today or tomorrow the Judge was going to ap­
point Hane1, and somebody from Pennsylvania (some util­
ity man), and a former Under-secretary of t he Treasury, 
Dean Acheson. 

. Frank told Douglas that he, Frank , was absolutely 
opposed to the S. E.C. taking thie. Douglas was sur-
prised when I told h1m Frank bad told us twice that he 
ha d no .op1n1on on the matter. 

Douglas• attitude a bout Hanas 1a 1t Hanes were 
hera he would have a tallt with h1ll aa a friend, baoauaa 
he 1 s very fond ot Hanas personally, and tell hi.m to get 
out because so~~~ebody like this lawYer Irause, who had 
been in th1s thing before, woul.d machine-gun Hanas and 
the chances are when the t hree IISD come up tor confirm­
ation before the Judge t hat the other two would get con­
firmed and Ha nas would not and he th1nlr.s Hanee is malting 
a great kistaka. Furthermore, 1t Hanas does take 1t, 
he ought to accept only $10,000 a year. 

Douglas wanted to know whether he ooul.d not get 
word to the Judge to postpone action until attar the 
President got baok , but I told h1m, 1n strictest oon­
fidenoe, that I thought this wa1 useleaa baoauae the 
J udge had already spoken to the President. 

~08 
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!be thing that bothered Douglae 80et •• 
that ha eaid thie w1l.l de110nenoate to tbe publlc 
that when there ie a lot of patro~~age, etc., that 
the New Deal 11 no different thaD the Old Deal. 
He thinks that Han11 ie an innooent part7 and that 
the A81ooiated G&e crowd, plua Ro.er O~ag1 (whoa 
he eaid, inoidentall7 1 hae done 80re daaage to the 
Ada1n1etration than Aft1 other pereon connected with 
it) plue the Chaee and Las&l"d J"reree got together 
and haYe eold Ranee a bill of goode and that the7 
hue got to get unqueet1onabl7 1n Judge L1bell ' • 
oh&llbere and that L1bell 11 not on17 a !• PfT Judge 
but appointed b7 &o.r Cuaainge and that the7 haTe 
dirtded up the pap UIOng thea and that Ranee will 
not be 1n there TIJ"7 loag before he will find thie 
out that he hae been ueed and he won' t be able to do 
an.7th1ng about it. !oo late. Be doll not belieYe 
that Hanes worked far thie, but that th11 thing •• 
put OYer on hia. 

Hie thought •• that if there wae eo• w&J to 
gU S,J:.C, to aooept thie on a ~4&7 bade -- he eaid 
thh hae been cSone before -- and tr7 1t and if the7 
t hen find the7 oan' t .-ke it go thl7 can alwa;re re­
llaqu11h it, but be l&id the thing to do _. t o get the 
flae.- l!omeh- of la"71r• troa all the Depart•nh -- 30 
to 35 attorne71 - and put thea 1n at Jew Deal w&gll 
and &Ike a deaonetratlon of wbat oan be clolle 1n an eco-

109 

noaloal ~. Be l&id 1You doD' t control the OoiiP-
troller' 1 offi oe, but 7011 han the reeponaib111 t7, and 
the7 oan 11t up the receiTerlhip and .. .,.. a lot of 80111)'. 1 

I alked h1a tbe reaeon 11bJ a.K.C. bad not done 
eoMth1ng before on Publlc UUUUee and be l&id it 
toolt thea thr11 7Mrl to clear ~ the leaal aapech. 
I eaid, 1 How loag hae it been oleared Qf1 and he l&id 
a 7ear and a half. 

Be laid hi ha4 talked -- I gathered 711terda7, 
or w1 thin the laet 4&7 or eo - to len Cohen and he 
e&ld 1n hie whole exletence he hae Mftr heard Cohen 
eo b7eterioa1 or talk ae hJeter1oall7 ae hi 414 an4 
th1e 11 hie llfe' • ~ and hi l&id the b1tta-DIII 11b1ob 
he e~e11d towrd.l a.K. c. and to.r4e J'l"ank and IAon 
Rendereon wae Jut 'CIDbelleftble. lie l&id hi niTer •D­
Uoned • at all. 111 ea1d 1t1 1 all 41reotl4 agaiaet 
a.K.c. 
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He eaid that Frank said tbl.t if the President 
forced him to take it& that he and Henderson would 
resign. So I said, Which i s more important, the 
Public Utility Act or the resignation ot these two 
people? • He said, •ot course, the Public Utility 
Act, but the two men will neYer resign.• 

SO I said the suggestion I haYs to make ie a 
little bit different. I said I did not realize that 
t hese three men will haYs to come up tor confirmation 
and when they did before the Judge, could not Justice 
and Treasury present a Yery caretul, statesmanlike 
letter stating why we both recommend SEC take it and 
in this document incorporate the principles of the 
Public Utility Act and t he whole bueinees and that 
shoul d be presented at that time. The trouble with 
that is, he thinks, it will be too late because it 
will be a question of confirmation ot these three men 
and he Baid he thinks two of them will be confirmed, 
but Hanes won 1 t and he said they are now threatening 
t hat if Hanes does not get it, L1bell ie threatening 
to put in Al Smith. 

So I told him that the thing that 1e so sur­
prising t o me is since I lett Frank has not communi­
ca ted with t he Treasury at all; t hat we Just don 't 
know what's going on. Re ea1d, two or three times, 
1 It's Just unbel1eYable. 1 And I said there was some 
release on Saturday a.nd we had to get 1 t from tl}e news­
paper men. 

I told him how 1 u gn1t1cent1 wae the word I 
used that Foley had been 1n this whole matter and he 
said he was yery pleased to hear 1t. I said he could 
not han been 110re loyal to the Tr easury than he had 
been. 

Dougla s 1e yery much upset about the whole thing 
and eeeme to be putting hie whole mind on 1t and he 
dropped a hint that the Suprelll8 Court may get 1n on 
this. 

In telling Douglas all about this, I pointed 
out that the President b.imselt had said he was opposed 

E O 
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to the s. E. c. taking it, eo Douglas a aid that pos­
sibly that explained whJ when Bob Jaokeon called hia 
about the matter that Bob Jackson wae k ind ot wish7-
waeh1 about h is poeition in relation to the s.E.C, 
taking it, So I said I knew that the President did 
not want them to take it, but I differed with him and 
when I differed with him I did not hesitate to say 
what I thought, and Do~as' annar was he did not think 
it would be Tery ditfioul t to win the President onr to 
haYing s.E.c. do it, And Douglas repeated at l eaet 
three t1mee that if he c ould only get hold of Hanes 
he was sure he could persuade hi• to drop out. And 
I then told Douglas about tbs offer I had .ade to send 
Frank and Foley to New York to ask the Judge to poet­
pone aJ11 action until I returned and that I then would 
sit down and dieouee the matter with Hanes, · eo he eaid 
he thought that was absolutely fair and nobody could 
aek t or anything more than t hat. I also told hia that 
when Frank told ltrook that we bad known in adTanoe of 
my statement in regard to s.E.C. taking it that the 
S.E. C, did not want it, that that wae a lie. !hat 
seemed to surprise Douglas. 

(Kr. Foley lett at this point and the Secretary 
dictated the following which he eaid he bad been sworn 
to eeoreoy not to reTeal. ) 

Douglas lett ae t o keep a 2:15 appo1nt11Bnt with 
Justice Stone beoauae the New York Court coiiBs under 
Stone and he is going to try to get Stone to oa.ll up 
Libell and, as .he put it, 1 throw a eoara into hia•. 
He told me he would oall me up after he bas eeen Stone 
and tell me the reeu1t of his oonTersation. 

oOo-oOo 

Regraded Uclassified



• !12 

JR Glli,Y 

London 

• 

vr.tEd FEbruary 21, 1940 

Rtc ' d 1: 05 p . m • 

Sccrttary of State , 

Washington . • 

432, Fcbruc.ry 21 , 5 p . m. 

FOrt TiE~.31h.Y ;.,toN BUTTEl"l\IO;{TH. 

Ont . It may b e of interest in connection ni~ aT 

No . 209 of Janu:;ry 23 thc t thE Britioh Trc:-sur:r and tht 

Bank cf Englcnd crt now rnscgcd in 110rking out thE 

mechanism whereby tht fo::-tign. exchang E arising from tht 

Exports or cEr tain products such c.s rubbEr, tin, whi akty 

and jut£ from thE B::'itish EmpirE sterling arEa sholl 

dEfinitely o.ccruE to thE British rund . It is non plo.nnEd 

to apply this syattm not only to tht United StatEs but to 

Holland, BElgium, Switzcrlcnd and thE ,\mtrico.s ~lith thE 

EXCEption Of thE ,\rgEntin£ • ;,s in tht CllSE of thE 

:.rgmtint thErE is a p:\ymEntS aWEEmtnt with S~IEdtn 

(my ttltgrom No . 34, Janu~y 5 , 7 ?•~· > which ensures 

a sufficient control mtc~sm anC a lthoU3b the p aymtnta 

C.gi'EtmEnt \71th !>tnmc.rk Md !IOJ'Tiay MVE not y£t bEEn 

concluded ntgotictions art suff1c1tntly advr~ccd to wo.rro.nt 

their o~ss1on of tht Scandinavian countriEs . 

In 
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- 2- #432, Ptbru~y 21, 5 p .m., from London. 

In a.ttEmpting to worlt out EVEn this pa.rtial rxchang£ 

control systEm a.pplica.blE to thE Export tradE thE British 

monEttlry authoritiEs a.rE fincling it "em awful lot of' 

hard wor k" , thE =in diff'icul ty bEing to arrangE thE 

mEchanism on thE b::mking sidE . ThE public nnnounctmrnt 

of this stEp may bE expEctEd in c couplE of' weeks . 

Two . '"lith rEfErEncE to thE last pnr::1grr.ph of '!flY 

290 of PEbru.:!ry l , :rtynts in a spEEch at a Po.bir.n SociEty 

lunchEon todc.y outlinEd cErtain modifications in his 

compulsory sc.vings schEmE uhich art to c.p~tcr shortly 

morE fully in :>rint. ThE principal innovations c.rt 

(l) :.dvocacy of sta.tE pa.id f'::unily o.llowa.nccs of five 

shillir.gs' pEr wEEk p Er child up to thE a.gc of fiftEEn 

which thE abolition of' incomE t::IX EXEmptions·for childrEn 

hE cstLna.tcs would cost pounds onE hundrEd million pEr 

cnnum; ::1nd (2) a post w::~r capital lEvy a.s thE causE for 

repaymEnt cf' dEfErrEd incomE and fighting sErvicE~ war 

bonus . HE notEd that by this mEc.ns thE EXigEnciEs of 

war could bE s EizEd cs a.n opportunity for a stEp in social 

reform in thE distri bution of 17Ealth, but Emp~siztd 

that a. cr.pltd lEvy during thE wc.r \'JOUld bE ns undEsirablE 

r.s it t!Ould bE dEsirablE a.fttr thE war. HE ago.in strr.ssEd 

thE inad Equacy of' volunt::1r7 savings as a aEans of avoiding 

lnflatio:l c.nd thE dangEr that drpmdmcE on such an 
0 

• 
I 
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• -3- #432 , FEbrucry 21, 5 p .m., from London. 

EXpEdiEnt would !)Ermit inflo.tiC'n insEnsibly to occur, 

aosErtEd th~ t thE rEcEnt cnnouncEd policy of pEggine 

down cErto.in food costs by govErnmEnt subsid~ (sEE my 
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290, FEbru:l.I'j" 1 o.nd 350, FE'bl'uary 9 • 7 !:I.Mo ) \70.S dEsirablE 

cnly ~s po.rt of o. comprEhEnsivE policy Tthich must includE 

somE such schEmE as his own or o. snlEs or wa.g.E true. ThE 

nEw vErsion ~. f XEynEs ' schmE will doubtlEss includE soot 

mcdifico.ti ons cf thE statistical Estimo.tEs publishEd in 

thE Econcmc rEviETt f nr J::nua.ry or. 11hich his origina.l 

schE!llE was b:-.s Ed. 

ThrEE . ThE rEVEnUE and EXpEnditurE figurES with 

but six WEEks to go bEforE thE End of thE financial 

yrcr inCicatE that EXpEnditurE is f alling bElow budgEt 

EstimntEs o.nd rrvcnuE is EXCEEding thee. ThE chara.ctrr 

:md conduct cf the 11a.r to d:ltE i s ccrtainl7 rrsponaiblE 

f or thr formEr condition and no ~oubt affEcts thE latter. 

ThE supply sErvicEs havE spmt an averagE of pounds 

27 millicn· o. \'JErk during thE 46 l'ttrks () f thE 1'1sca.l year 

c.nd nn ::.vcrcgc c f a bout pounds n.ooo ,ooo sincE thE 

beginning of 1940. He doubt thE rising trEnd will 

ccnti nuE :md thE lo.at fEw 11Etks a:1y viEll bE hEavy \IUt 

3ivcn a s~lcr ratE 
;JESr or thE budgEt,( toto.l 

of EXPEnditurE during thE WEEkS 

EXP rndi tur E vtould amunt to about 

pounds onE billion sEVEn hundrEd sixty million agains t 

S1111on' a 

• 

. 
• 

• 
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Sir:lon' o tstimc.tt o f pounc.ls <'n£ billion n i nE thirty ninE 

milli•.1n thrEE hundrEd thousand. To tal ExpEnditurE to 

dot£ is poun<i13 c.nE b i llirm four ninEty- sEVEn million en£ 

hundrtd ninEtEEn thousc.nd. Furthtrmort total rECEipts 

ot pounds t i ght stvtnty- s£V£n million t1ghty- f1vt thousand 

show nn 1ncrtc.s£ o f p r.unds cnE hundrtd six !lillion !'cur 

hundrEd th~usc.nd ovEr thE corrtspv nd1ng ptricd of last 

yta r and if rEcEipts during thE r£CA1n1ng six wEEks nErEly 

rtach co rrtll9C'nd1ng 1939 ltvt:ls S1m··n 1 :1 t otal Estt=t£ cf 

p"unds nin£ nintt:r i'ivt nillion on£ hundrEd tighty thousand 

will bE txoEEdEd b:r marly pcund:J forty nillicn. 

JOHNSON 

HPO 

0 
c.> 
c."' 

~ 

'" 
'"" 

~ 

~~ . 
~ ' ..... 
•II ·I -
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TREASURY DEPA RTMENT 

INTE R..OF'F'ICE COMMUNICAT10N 

To Secretar.y )(orpDtbau 

'110" Mr. Cochru. 

.l.t 9 o'clock LleuteDUt llcXq told • tbat the S.cretar.y dealred tbat 
1 arran&• tor Mr. Q.lttor4 to co• to eee hla 'l'IIDre~ .OrD111f:, J'el1!"11a1'7 22, 

at 11 •·•· 

.lt 9:05 I ~ with Mr. PlDeellt, .lt hh WCC~IUOD, I called ·- Toltt 
diractlJ, Mr. Pia.eeDt adrtel llf: • that Mr. Q.1ttor4 W.l to 'be tcnm4 eUbar at 
23 \'all Street or at tba otficee of the :BrlUeh Pu:rchuiJIC C~elioD, wbere 
ha vu expected to tab epace 'be£inn'ac t~. .lt 9:20 I tallted with J . p, 
llorp.n aDd Ool!piiDT, lrd -.. 1DtorM4 that I ebGv.ld telephclll R&onr 2-2116o, 
the Br1Ueh Pu:rchu1Jic Ca.aielioD, vbare Mr. Q.1ffor4 wu to lie fo'llll4. VbtD 
I lpOD with the :Britilh Pu:rcbaliDC Co.-illlOD CIDtral at 9 :30 lhe coa.l4 DOt 
t1Dd l'.r. Q.1tfor4. .lt rq req~Yat, the eecretar.y of l'.r. Punta tried to pt 
in touch with Mr. Q.lffor4 , but fo'llll4 he be4 alrea4T l ett the Jr.pahlre llwae 
(Circle 6-7700) IUid be4 11ot :ret reached hla oftioe. She proaleed to pt the 
aeua,e to Mr. Q.1Uor4 to the effect that Secretar;r )(orplltbau delire4 t o ••• 
hi• here at 11 o'clock 'l'IIDra~, aD4 to call • back to coD! ira • 

!1S 

.lt 12:05 I teltphoDed )(r. Pun111 eecretar.y A«aill, Dot h&YiAg beard f roa 
her. She etated that aha be4 ginn our aeu ace to Mr. Q.ltford; that he be4 
certain plane tor tomorrow which he la endeaYCrln& to c~; and that I ah&ll 
Wllloubtedly hear froa hla u eoon ae he learne whether he cen IIIIUI8ge t o pt 
to VaahlD&toD t o.orrov foreAoon • 

.lt 3:15, DOt hartac hMr4 hoa Mr. G1tfor4, I telephoned Jlr, Punt•' 
oftice 1D !few Tortt eca1ll, aD4 -.. abh to le&nl tbat llr. Glffor4 be4 lett 
liev York at '1:.}0 P••• to~ tor YaahiD&toa, &D4 will keep the appoillbeat vi th 
see .. tUT Morpatbau at 11 o'clock t oaorrov. 
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INTK" Ol"'''a CONMUNICAT10N 

Joaapb P. Cotton, Jr. 

1. .rut prior to 7tN.r dapartun 7011 r.oeind a letter he. TVbq, 
wb!Cl\JOU ac~ledpd, dated h'llruaz7 6 Oontift1JIC OD bebalf of the ColOII­
bian Clo'oerDMnt ita accaptanoa or the tnpore.q arruc•aat.. • a letter 
elated Fabrul.l7 7 Ill'. Trapb&ca 11Jd.larq conti.nlad aocaptanoa oa bebal.t or 
the Cowlcll . ..1tbar or theaa letten, which pll'pOl'tad to OlltliM the Wldar­
•ta""in& ot tba Council aDd tbe Coloa'b1anl u to the tcu or tbe ~ 
arranaeunt., MDt.icmad tao otbar t.port.aat. poiat.a which bad baeD apacWoal.-
11 agreed to at the cootarenoe 1D 7tN.r otrioa oa hbnar7 1 -

(a) !bat tbe Col oabi&u 1IOUld pq balt ot tbe )II intereat acread 
to 011 hbruar7 1$ aDd tbe bel &DCa at the alld ot tba -uac 
dx 110at.lul J aDd 

{b) !bat connnat1oDI would ooat.inae with a Yin to r.aobinc a 
peranent aattl-at. -prebN1d1 DC bctb .t,M diract dollar 
flmdad debt ot tba ~blic aDd ot tbe conr-t-cuarant.Hd 
dollar tlmdad debt ot the A&:ricultun.l llclrtpp BaDit. 

Accordincq, 1D a letter to TVbq ot FabraarT 9, 1D annv to tbe raquaet 1D 
bia let ter ot hbraarT 6 thet 7ou conti.nl NCeipt ot a~ 1D writinc "' 
the Council, Ill'. Ball call., attaat.ion to ~· two po1Dta. 

2. TUrbq ·~adpd Ill'. Bell'• letter 1D a ratbc &llb1..- tubioa 
in a letter elated hbrllu7 12. lllr. Trapbapa intoned • Oft!' t.ba talepboaa 
that t.ba Council;- in workinc c:A&t the data1l.a ot t.ba t.por&l'7 ~ 

• itb t.ba Colooabi&J!& ~ would &lao wiab to pt tbe Coloa'bianl to agree -

(a ) . !'bat tbq would not aattle with ot.bar debtor& 011 liON !nor­
able kl'uJ aDd 

{b) !o tbe iDHrUOD ot prcrrial- that ~ "' wq ot i.Dter­
Mt would be IIMCl to 4'r ' rp tba olden -~lEI ratber tiWl 
\be c1ll'l"ed a o •t 111 • 
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llr· rrapbacen delepted thb •tter to Francitl llhite. llon'rv, tile •tter 
.. at ott uoothl,T, the ~U &i'liDC up ite atteapt to ben iat.ereat pq­
ooote applied to the beck re\ber than tbe CNZTeDt ooupona. 

) . Jou wU1 recall tbet 7oa. willbed tbe te.PQZ'aZ7 arranc-t t o be 
ude public be!'ore h'bNalT ].5 . .t.cr• mt w W. wu obtained troa both 
aides and Turbq put out a atat.aeat. wbich did not HCein TV7 wide pull­
licitT oo FebruluT l), wllioh, ho,.tu , rrr..w all tbe euhetantial. tet... 
of the arrang ... t. It wu acreed tbet tile CouncU ehould Mite public a 
coofiral.Dg etatueat. to be worUcl .out with the Col.abiau. ! bb aa done 
oo February 19. !ba etat-nt, aa ieeued, ude Turbq 'ft1'7 angry beoauee 
it included a. peragrapb which be cl•1•e waa not cleared with hia, and 
which is u.rked on the attached clipp:lnc. turbq, in a.n iat.erYin with 
Duggan T••tarde;y, e&1d tbet thie etateelent would han TV7 UDtortWIIta 
repercunione in C.UO.bia aDd Dugan aqa tbet Turbq 11 obrl~ nr7 
irate about tbe whole affair. 

4· rrencie llbite ... 1D W.eh1~n todq and talked to -people 
1o the State Depart.Mnt who reported to .. hi.e nreion ot the atrair. u 
reported, the explanation did not IOUDd n17 eatietactorT. It 1a thue 
app&Mnt tbet relatione betweeD the Co\!DCU and Turbq are oot nry £ood 
at tbe 11011ent. I do not eee tbet there 1e aeythinc we ca.n do but wait 
110t 1l !urbq coola down. Duaan had eo.e 1d• tbet we aight get 11r. !rap­
hagen to issue 110118 sort ot additional atate..nt 1D an atte.pt to reot1t7 
the eituat1on. UDdar the ci.rcuutanoee there wae DO hope ot and DO at­
tupt to reach a perMnent eettl...at. be!'ore hbruuT lS. llr. Tr&pbacan 

said t.b.t.t before &IV' turtber atta.pt ... ude be would like to talk to 
you aDd to ... 

! 18 
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TREASURYDEP~RTMENT ciA j !20 

lebruary 21, 19llo 

TO Seoreta17 Morcellthall 

CONFIDENTIAL 
I11 a quiet forelgll excbazl&e IIIIZ'II:et, t.he quotaUoll for aterll.ng adYNieed troll 

3.95 bid a t the opelll~~g to a hlcb of 3. '36- 1/'4 at the ole.. . J.a ahow below, there 
waa a !Air colllll8reisl deund, !!he lederal l!eae"e lllllllt alae illformed ua that 
there waa acme ~llg or aterli"l> b;r the llev Yor k acaoc:r of a Jepceae blllllt. It 
wna r eported that thia b&Dk waa purchaalDg eterl1Jl4! ill order to conr contraota 
eolll.Jll! due early in March, 

Sl\lea of ~ot eterliJl4! b7 t he aix report!~~& b&Dka totaled 1.444,000, froa the 
followinc ooureeo: 

B1 eomaereial coneern•••• • •••• • • • • • · •• ••••••••·· ··' 193, 000 
ll;r forelgll b&Dka (Jltuoope &114 J'ar llut) ............ 1. ~,000 

Total •. ..• L , 000 

Purchaoea of apot aterli"l> amounted to 1.461,000, ao llldleated below: 

By commercial coucerna • ••••• • • ••••••• ••••.••• • • • • • • 4o6 ,000 
!y foreign banka (Jurope) • ••• •••• •• •• • • •• • • • • • • • •• • qgs.ooo 

. 'l'otal . . .. •• 1,000 

!!'he following reportlDC b&Dka aold cotto11 billa to tali~~& 1.17, 000 to t.he 
Brltlah Co11trol on tbe baaia of the official rata of 4. C12-l/2: 

I. 8 ,000 b;r the Ouarct;r !ruat Colllp&ll7 
5 ,000 b:r the llankera ~ot Co11p~ 
2,000 b;r the Chaae liatloll&l llank 
2, 000 by the !lational Cit¥ l!ank 

I.IT,OOO TotAl 

The rAte f or the Du.tch cullder roae from . 5315 at t be open1Jl4! of the If"" 
York marke t to a high of .5323. It cloaed at . 5322- 1/2. !he atrent;theiac ill 
t l:e r ata Q8J1 be dlle to the npatriation of cepl tal to HollU14 caued b7 the r .. 
por t froa .t..a.ter4M that the Vetherlanda li&Dk1 1 CODditiou for cranU nc llllftDC .. 
l!(r.l.Do t the new Ocn·er-llt lo&ll to be luued 1'ebruar7 26 proTide 8801lC other 
thlll&"l that borrowen 11111t 4eclare that the:r ow Delther cold nor claiM oA 
fore1CD countrieo; nei ther C&ll the7 poueae foreip bank note• or balancu ill 
foretp countriea, which c&ll be raalhed vl th " new to f i ll&IICiDC their aub­
aertptiono . The r eport &lao otateo that theoe requlre .. Ah, accordiDC to eo• 
~llllrt1ra , II8T foraaha4ow GonrlliiiDt preeeure to liquidate foreiCD holdtnca of 
gold. mone:r, etc. 
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.Cie211-l,l2 

.12.~1/2 

.161) 
13-1/~ 4lecouat 

• !21 

The 41ac0Wlt for tbe Oll'b• peeo~ wll1ch 11&1 re-.llle4 fairl.T et~ erou4 
7-1/2$ dnri~~& the put tw U,.. todq wl4e~~e4 to 7- 15/1$. '!be X.xio• peeo 
contlnuea to 'be quoted at .1672, uaclwl&e4 dace J-..r, 3. 

Ye eol4 $2,000,000 lJl pl4 to \he llak of tbe Arcntt~~e Bepu'bl1c, to 'be 
ed414 to 1te ear.rll:84 eccout. 

!'he 7e4erel Reeern llak of •• York reported that the followlac eh1p~~e11h 
of aol4 were 'belac eent to lt 'b;r the 'beake lDdloe.ted 'below IIDd were for aele to 
the U, S, .b1ay Ottlce upon errhel1 

$ 2 , 813,000 froa Italy, eh1ppe4 'b)' t he lluk of Italy 
2 ,m,ooo troa Calll04a, eh1ppe4 'b7 the llulc of Can.,e, 

' 5 • • 000 !o tel 

ibe eh1pMnt 'be1~~g eent 'b;r the llak of Itel;r h for ih OYil &eCOUAt IIDd h the 
tint of 1 ta kind. elnce tbe outbreak of the wv. Another 1nhreetiac feature 
about the ah1p11ent h that the dollar procee4e of the cold will 'be cre41 ted to 
the account of the liNik of Itel;y at the Federal R .. ern ~ of J!ew Torlt. Pre­
rloull;r , t he l!Nllt of Ita:LT mallltaine4 a ver;r eaell UIOUilt in ih account at tbe 
l'l4erru.. At the preaent tlme 1t h uncertain whether the :Bak of ItAJ.;y lllteDd1 
to leaYe tho dollar proceede l n lt1 account at the 714erel, or pq out the tun4e 
vhen they are received. 

In llo:bay, the quotation fer epot dlver wu equivalent to 39.411. 

!'he pr lcea find. 1D LoDdon tor epot IIDd forward allver 4ecl1~~e4 tur\hG' t o 
20-3/84, ott 1/44, aDd 20-7/164, ott 3/164, reepecthel;r. !he 11. s. equha1111ta 
were 36.221 aDd 36.14#. 

~ aDd Harman'• llllll tbe Treuur:r'• pr1oea for foreip dlnr vere ua­
che.nge4 at 34-3/4#11111l 351 nepeoUnlt. 

tie llll!.de tvo purcbuee of ether totali~~g Je5,000 o'lllll!• uDder the lllnr hr­
ch&u Act , !hi a ether - - proaJu:\lon troa forelcll coutr1•• ..S VM ,_obue4 
tor tor'1111r4 dell"fer7, 

Ye elao purchue4 100, 000 -• of all•er troa the :a.k ot C•11..,• , lillie 
tar i n hbruu";y, we han 'boucbt 190, 000 CID•e- froa that -tr:r ....a.r CIV r..a­
IODthl.T acr'"Milt to pu'OIIue 'lip \o 1,200,000 -··· 

$>• 

• • coNFlDE~TlAl.. 

• 
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!!Jl.Jr: Hello. Rallo. 

~era tor: 

m~Jr: 
Pl\t 
Harrison! 

F.Jo!Jr: 

Senator Harrison. 

Hello. 

Hello, Renry. 

How are you, Pat ' 

Vedneedar 
rebruarr 21, 194o 
1 : 01 p. m • 

Go &head. 

!!: I'm pretty good. I r eokon you ' re t'eeling t'ine 
nov. 

~Jr: Oh yea. 

F: When d i d you get baok' 

!!l:Jr: I got baok at noon yeaterda)'. 

H: Uh-huh. 

Jil.!Jr: All ready t'or a t ax bill. 

H: I see. Are you insisting on it stronglY' 

!il:Jr: (Laughs) \'fell, 1t' I do I want to be about a 
thousand miles away from you. 

H: Why , Henry •• • •••• 

P.l!Jr: Yeah. 

3 : •••••• I tell you what I 1 ve called up about. 

h"!-!Jr : Yeah. 

H: I -- it ' s rumored in the air that there might be 
some oha.nge 1n the Internal Revenue Collector• s 
place here -- ot' Comm11e1oner. 

Hl!Jr: Oh, so' I hadn ' t heard anything about 1t. 

H: Well , I'm Just telling you What 11 rumored. 

Rl!Jr: y ah y e _. ou mean •••• • • 

122 

I 

H: And that the 'OOBi t1on 11 nov noant due to the 
appoint.ent ot John 8ull1nn ae ~e11tant Seoretar)' 
ot' the '!'re&IUJ'7 • 
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Jn!Jr: Yeah. 

H: see' 

Hl!Jr: Yeah. 

H: And the position of Assist ant t o the Secretary - ­
to the Col!ll!liBsioner is what I ' m talking about. 

~'Jr: I see . 

H: I hope t hat, if your mind isn't f i xed • ••••• 

!!l·~Jr: Yoah. 

It • ... ••• ••• • and When you consider that business that you 
give consi deration t o Ye llo vl e y , out there in 
Chicago Whom you know all about. 

Hl~Jr: That ' s right . Well , I ' ll be gl ad to do t hat, Pat. 

H: Your mind ien 1 t fixed , ie it' 

P.!:Jr: ~lell , I've been away tor two weeks and I don't know 
what Guy Helvering has done during my absence , but 
I ' ll get in touch with him •••••• 

I! • ... I see • 

iil'Jr: ••• ••• and find out. See' 

~: Yeah. You know h11! record as val l as anybody. 

!!l:.Tr: That's right. 

R: You know What a wonderful fellow he 18. 

Hl!Jr: That's right. 

H: And I juat want you to g1ve him consideration, 
and favorably so, unlese you're tied in some other 
way. 

!!!!Jr: Well, I don't know What Guy hal done, but I'll 
make inquiriel and I' l l get 1n touch Y1th you. 
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ID'Jr: 

H: 

Hl'Jr: 

!1 : 

• 

- J -

All right. 

I hope to see you some day, 

Well , I'll see you soon. 

R1ghto. 

Goodbye. 

Goodbye . 

124 
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TREASURY DEPARTMENT 

INTER-OI'JI'ICII COMMUNICAT10N 

OATS J'e'bruar7 22, 19'10 

llr. Coohraa J/' 
Deput:r Oournor Doald OordDa o! the :Bazik ot O..ne"e oalled oa • ;p .. ter­

dq enniJic. Be •• ia ton for a brief Yiait , ud the Coa•AJaa 111D1atar bad 
aakad • to nceiYe hill. Be epeat aoae Uae at the J'ecleral Baaer...e :a-rd. 

llr. Gordon ell:plaiae4 to •• ee"reral pointe ia rtprd to Caaa41aa forelp 
t:a:hall&t reSU}aUou. Be •• quite pl eaeed at the aaaer 1D whl.ch the Pre .. 
bad handled the YtaUac of J.aerlcan aecuritiee by the Br1Uah authoriUu, 
ueept tbat he regretted that oae or two papera had uUclpated tbat Cuada 
would ahortl:r take a aiailar atep, u4 attributed to Cauda a IIIICh lar&er 
u01mt of Aaer ican aecuriUea than the:r actual.lT hol4. Be eaid that hie 
people bad be81l ald.ac a ceaaue of forelp hol4iace o! o.. .... , ... , but that 
thia aa DOt :rtt COIIPleted, aJU!. he -· DOt at all eure how accurate 1t ai&:b' 
'bo. fh.re h DO plan to t ake oYar the eecuritha 1D u:rthl.Dc lib tba la­
eediatt future, Such ac:Uou h DOt ena belnc coaaiclere4 at the preaeut Uae, 
ae thiDlca Centdlen hol41aca of UD1te4 Statu dollar aecuriUu will not emeed 
tJOO, 000,000. 

! 25 
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TREASURY DEPAIIITMENT 

• 

llr, Oocllraa 

!he tollowillc JIUIICNPil h oop1o4 froa \M baiJic ftar ot ,....._.,. 21, 
HJIOrUac tbt ... odoa ot \M ...._ •·"~~& o-t.UM Wore 'lllioll U ao 
..,uc1pato4 that Dr, JWh lliill' \o oallo4 1liliG k •• m \llo tuotloa pooo4 
to llr. llaockwortll \llo prooo41Jac ._ ill r..,r4 to .. \!lor \M :hUnl. .. OOI'YO 
11u1t of Jew York •• aou-c •• fiooal ac-t for tllo .&lliooa 

11bR tllo oo..t.UM rooeo .. 4 7 .. tordq U W pl..a!IM4 to 
btar t'Cirtllor tooUJIOIIT troa \llo 8\a\o Jlo}ar\Ma,, a\ 
\llo req1>8o\ ot :lopro .. a\aUYo 'folooU, :bpll.'blt.ou, ot 
111olllpa, wbo oa14 bl -h4 to 1aqdro -.u.r \bl 
h4oral .... rn lluk ot low York lao aoh4 •• f1~ 
acoat tor \llo allloo, aa4 1t oo, ,..,nr u. ... ,. ~ 
par1:a•t bad. M:l ooanltaUcm oa \M n!IJCIO\ . IA,_., 
llr. 'folcoU 4oo14o4 ao' to rat .. •u quoUoa u4 \M 
lloariaco ea4o4. • 
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hbruar7 22, ~o 

ll.zOO P• a. 

Preeent: 

Jlr, Gifford 
Jlr. Pineent 
Jlr, Bell 
Jlr. Cochran 
Ill-e. llotz 

llltir: I t hought today would be a good da7 
tor youf cauee 7011 would not lcee a Stoolt Exchange 
day. t went ott beautitull71 

Jlr. Gifford: Yee, I am Tery well pleaeed. 
I don't thliii we could have hoped it could be any 
better. 

ltet. 

HM.Jr: •••• 

Kr. Bell: ••• went up a littl e, d1dn1 t theyf 

lll.Jr: •••• behaTed l1lte the reet or the aar-

Ill'· Git£~d: 'l'he ll&l'Jtet •• tar troa being 
broken. It a worked out Tery nicely. 

~re: An7f tl'oublu below the eurtace that 
you wan~tell me a bout? 

Mr· GUford: Jfo, I han no troublee. I had 
a meet1~ on Tueeday. You ltnow, rq na.e had not been 
mentioned at all 1n the preu and we ca• t o the c on­
clueion that it would be rather unw111 1n Mlting &nf­
t h1ng or a 1111tery abcNt 1t, and eo on 'l'uei4&J . after­
noon I eaw the repre .. ntat ine or t1Ye or the lew York 
p~pere, 

W.Jr :' Yea. 
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p:• G1f~1 lb'eelt. And had a tallt with 
thea an JOU o ••• the reeult of that 111 the 
papere 711eter4aJ IIOrlling. S•••d quite eat1etaotor,, 
Rather more hea4linee w1 th promnenoe ot at nue than 
I aa aooueto .. d to 111 •7 oountr,. 

lll.Jr: You are in Aaerioa now. 

llr. G1ttor4: Exaot17l But on all that, I 
th1nlt 1t went luet u ll1oel7 ae one oould aek tor. 

lll.Jr: I •• ourioue to know, tor 111etanoe, 
are JOU getUng bide tor blooke of the eeourit1ee 
froa OOIIIP&Dieef 

Mr· Gitto!:fo I would like nr7 JNoh, llr. llor­
genthau, to talk o 7ou quite confidentially and 
franltl7 about what 111 arrange .. ntl are , becauee I 
know enough about Amerioa here to realize that there 
are oertain politioal ooneideratione that oome in. 

HK.Jr: only in Aaericaf 

Jlr. Gifford: I think a little aore here per­
hap•, ehii11 we A7, than t hey do with ue. At leaet 
I ooae in oontaot w1th thea on th11 oooae1on aore 
than I do at ho.e and, ot oouree, the lut t18e I 
wae here we did not han any bee1tat1on about - be­
tween eaoh other - -.king pl..a1n wt1o were at adTiene 
in Mew York. low I would like 7ou to know, oont1-
dentiallJ, what at plane are w1th regard to all the 
que1t.ion of realization. 

p.Jr: Y... I would like to know. 

Mr· G1,W~: I ooae onr here with a oerta1a 
knowleGge ofrO&D .. ourit1ee, but 11eitl::wl' I all4, 
ae far ae I k11ow, &JQ'bod7 elee in Great Britain hae 
liTer bad to deal, e1noe the lut lar at leaet1 with 
the realizat1oa of nr, large blooJte of ill41ndual 
etooke ud, therefore, I would regard it u extre•l7 
fooUeh it I were to aUeiiJit the handling of that 
.. tter UJIIUided bJ ek1lle4 a4n .. re here. I, therefore, 
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intend to consult constantly and fully ~ advisers, 
J . P. Korgan & Co. Make no bones about it. I 
think I should be extremely foolish 1f I dld not 
have some adYi sere of that ltlnd. We haYs always 
been intimate with them and we belisYe they are better 
in the field for the Job •••• 

~ 29 

HK,Jr: You say •we•. 

Mr. Gifford: I am talltlng about the people 
on the othlir side. 

HKflJr: You are talking about the British GoY­
ernment w en you say 1we 1 ? 

Mr. Gifford: The British Government; certainly. 
I, of course, am here with the authority of the British 
Government t o control the whole thing. I am opening 
an office of my own. I shall be aYailable to see people 
who want to see me by myself, but I would not wish to 
conceal from you that when John Smith and Company want 
to see me , whom I don 1 t happen to know, I shall, of 
course , ask my friends at 23 'fall Street who are they? 
What's their standlngt 1 Put me 11'1181 , if you want. 
I may see t hem in t he first instanoe myself or I may 
t hink it wiser that I should haYS, say, one of the 
llorgan partners, aooord1ng to the oirculll8tances. 

Then the other point I want to sake is there 
is a suggestion , you may haYe seen through the papers , 
that I shall be open to receive adYioe from other 
bankers. I don't want to make any pretense about 
that. I t' s true, UP to a point, but only to a point. 
I don't think the thing can be done taking advice as 
regards, say , one little bit from one and another 
little bit from another. I must haYs final adY1sers 
on the thing to wh011 I may go and they han 1ICf program 
in one part in relation to JCf program in another and 
the thing coordinated, so I am really getting the 
full benefit of adYice and not Just a part of the 
advice which might bazutring 118 in regard to another. 

I don't want to leave you in an;y doubt that 
is my program. I shall retain the deois1on on all 
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points in my own banda, but I do r eel that I must 
have advice or that kind constantly and freely and 
any suggestion that, tor instance, I oan do without 
those advisers Just does not eeem to be practical 
at all. 

HK,Jr: Somebody make that suggestion? 

Kr. Gi ftord: No , no! But you might read 
it i nt o a line here in the papers and - - no, I am 
not suggesting it was made , but I am so anxious you 
should see how my mind 1e worlting that I want to 
make myself a l i ttle pl ain. 

HU,Jr: I want to go baok a little bit. I 
appreci ate your frankness. You (Coohran) will have 
to check MJ memory and so will Kr. Pi nsent. 

When t his matter first oame up -- I have a 
lot or things ; I want to oheok with two or three or 
you gentlemen , but I t hink theae two sat in before 
you came -- wasn' t the suggestion made, last Summar 
or sometime when we first t alked about th1s thing, 
t hat the Bank or Montreal would aot in the oapaoity 
ot adviser and this question oame up or using s ome 
American advisers and it was thought better at that 
t i me it would be somebody lUte the Bank or lolontrea l , 
somebody who had an off ice i n New York? Aa I right? 

Kr. Coohran: The suggeation came from London 
ot the Hew Yori agency or the Bank or Montreal to 
be helpful i n this. The exact status was not de­
tined, And later we t alked over the Bank or Mon­
t r eal as t he depositor and an expert would oome from 
London t o supervise and be tree t o have technical 
a ssist ance or anyone t hey sought i n t he New York mar­
ket, 

Wr. Pinsent: Wy recollection , roug~t. was 
two suggestions arose about the same t11111; (1) 
Canadian banks say the Bank of Montreal, 111ght 
handle the whoie business tor us: another, ae tar 
as I remember - - and t he a ut hor or t he other was 
Walter Stewart - waa t hat we 111ght aend our own 

! 30 
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eXPert out fro• J:ngland looll:ing to the BriUeh 
innet•nt truete. !hat appeare to be the al­
ternatiTe ohoeen. 

fii(,Jrl Would you mind eaying it again? 

Xr. Pinsent: I uem to re•mber two sug­
gutione arhlng at tJle eaJDe t1•, rather inde­
pendently; the first being we alght emploJ one 
ot the Canadian banlta, euoh ae the Bank ot Kontreal, 
t o handle the whole busineee tor uei eeoond, we 
aight eend out our own expert troll ~~>ngland to handle 
the whole matter and, aooord1ng to 117 reoolleotion, 
thoee were independent euggeet1one, both t or consid­
erati on , and London seeas t o haTe ohoaen the eeoond 
one -- to e end out their own eXPtrt, Kr, Gifford. 

Hll,Jr: Let me ask you a question. J'rom t he 
paper I got the i~reesion , in the last day or two, 
that Morgan's compensation would be oollllll1uion on the 
stooke. 

Xr. G1ttord: That's right. 

fD(,Jr : Which would lean • to believe that 
t hey were going to sell all ot the etooks, -• juet 
trom reading the nno.papers. 

Mr. Gifford: Let me aake that qu1ta clear 
t o you. lorgan' s , I bel1en, tar eo•U• paet 
han bot operated tbeaeel Tu 1D tm etoolt exchange. 
You noticed they are going to be incorporated on 
the first ot April. 

fD( ,Jr: Aa a truet ooliJ)&I'IJ. 

Mr. Gifford: And that mean• theJ oease to 
be melllbere of the Stock lxohange themeelTu. fheJ 
han t o emplo7 broll:era. Under the regulat1011e ot 
t he Stooll: lxohangu, they g1Te a certain portion ot 
the ooaieeion on the order• ginn, fbey will get 
that and that will be their oo-,peneation on the ordere. 

lll.Jr: !bey get that atter the f1ret ot Apr11T 
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Mr. Gifford: I think ao. At &llJ rate, I 
don ' t want to be taken authoritatiYely on that. 
All that has been said to me with regard to in­
corporation, that incorporation will not reeult , 
however - - ae it affecte them, will not reeult in 
any increaeed charge to Great Britain for their 
work. 

llltJr: You han been Yl'l7 frank and I am 
going to • equa1ly frank with rou. 

Mr. Gifford: '!'hank you nrr auch. 

~·ta= You epoke of politioal -- ri~ or 
wrong, e nothing to do with J.P.Korgan s ability, 
but t here is in the a1nds of the public in the United 
Statee a certain phobia againet them, becauee thet 
teal that they more or lee a •bolhe in the United 
Statee the one inetitution that got ue into the last 
war. Kost likely no news to you, but the children 
in the schools are taught that - - and I don ' t mean 
by text books, but b)' word of mouth. And you are, 
by using thea exclusiYely ae your adYiaers and by 
cl earing all the etocka, I take it, through them and 
by referring brokers or 1ntereata who han atoolte to 
aell, in moat instances, to Korgan1 a, you are going 
t o s t ir up t hat feeling and it will undoubtedly, to 
a certain extent, react unfaYorabl)' on your GoYern­
ment. Now, I take it that you weig.bed that care­
f ully and that you deoided it 11 worth it, but -- and 
I am not in any '118:3 eay1Jl8 anything that they are not 
good adv1eera or not perfeotly honorable people • · ·· 

Mr. Gifford: It1 e that aymbol. 

HK Jr: ••• • it ' s that symbol growing out of 
t he fact !h& t they were purchasing agenta during the 
first World War for the Brit1eh GOYernaent. Now I 
teal that if I did not point that out to you, well1 I would not be ae frank ae you are with ••, and it a 
t here and depend1Jl8 UPOn the tide of the -.r it will 
grow bigger or lll&l.ler and the thing goee along. I 
aa not a prophet, but it 11 there and I aa not going 
t o do &11Jth1ng, but I don't know whether you •• • • 
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Mr. Gifford: I am aware or that, or course, 
llr. llorgenthau. 

HM.Jr: Hot political in the sense or party 
either. It is not a part,-- it's politio. It's 
there. 

Mr. Gifford: It' e there. 4a far aa 1111 
Judgn~ent gou , It 11 a danger that IIUet be faoed. 
I don't eee any otbe.r 11ethod by which we oan effect­
ively handle this realization than by ue1~ thea. 
Something muet turn, I preaume, on the belief or die­
belief that I alii able to take 1111 own decidons and to 
be able to act for the Bri tieh GoTer1111ent. If that 
11 diebel1eved, the effect will be woree than if it 
ie believed. But I don't -:reel! see how --one al-
ternative , of course, would be to establish a very 
large and complete Bri t1sh organization over here, 
eay with a large number of a1ai1tante, but even then 
we, a1 I say, we have not got the knowledge of the 
other 1id1, or methode or dietribution of eeouritiee 
in theee large scalee that ahould enable one to deal 
with the ~~~&tter without app!ying the method we are 
applyi.ng. 

RII,Jr : Whatever it co1t1 you to establieh 
your own organization, even if you hired &.erlolne 
to adv1ae you, bui.lt up your own organ11:at1on, it 
would be a oheap inveetaent. 

llr. Gifford: That' e verr i-.portant. 

RII.Jr: I appreciate what I alii ea,ying. It 
would be-- I would not 1ay oheap ••••• 

Mr. Gifford: Mo. Cheap 11 an uglJ word. 

HII.Jr: ••• I 11ean oheap for the .oney exPended. 

llr. Gifford: It would bring good results. 

! 33 

Rll Jr: Oh, 41t1aite1yl We are tal.lting -- you 
started tfie thing, in a sanae, you wanted • to know ... 

Mr. Gifford: I ehould hate to teel, two •onthl 
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hence that you a1gbt eay 1Kr. Gifford, you did not tell me•. 

HK
3J r: No. No. I t's all i n the paper, but, ohl it1auet a l ittle straw in t he wind and this does not have anything to do with Korgan -- on the Hi l l -­nnd you (Cochran) can oheok me on this -- in conneotion with the loan to Finland, tbey asked t he Counselor of t he State Departnaent what are the arrangements 111 the Uni t ed States Treasury has made with Great Britain through t he Federal Reserve? Well , that ' s a pretty tat> fetched, and did the St ate Department know anyth1~ about it? Well , on November 7tb, if my aezaort ia right ••••• 

Mr. Cochran: • • • t be 9th. 

RK Jr: Well, I sli pped two days, I advised the PreaiAent and Mr. Hull about t he arrangements we finally made . It creeps up there. And I am eure that they will ooneider that I am slight ly •contamin­ated' in this way. You see , I am going to have to explain sometime or other and, aind you , I again state t he fact that Mr. Leffingwell can 001118 i n here; I con­alder him a friend of mine, and Parker Gilbert, when he was alive, he would come on oocaaione and advise me ae a former Treasury offi c ial, and they are perfectly honorable citizens , but you can't ohange what' s i n t he minds of !the present generation. And I think that sooner or later you may regret it -- when I say ' you• I mean your Government - - and the faot t hat you aalte all the final decie1one won't change tbe fact that some broker who does not get a commission, etc. , and has to go a nd see Korgan and can't eee you and eaye he can't, t hen reaches hie Congree•man or Senators -­it' s t he e)'11bol wh1oh Korgan'e - what it mean• to the generation who have grown up since thj lut War. I don't want to eay anything more and I don't want t o bear down any heavilr than tbat , but we went through t he same thing -- 1t ••n' t jus~ llorgan 1 
• -- WI went t hrough the aaae thing on the queetion of depositor and we felt it •• better tor your Government and for ue if you would uae the Pederal Reserve. I don't think you have had any chance to regret i t. 
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llr, Pineents lone at all, llr. Secret&1'7. 

lll,Jrs And the fact that I bad hoped that 
there wae aoae ~ that 7011 could do thh -- the 
Bank of Canada doee not han an office 1n lew York, 
doee itT 

Mr. Pineegts I think not. 

Mr. Bali: 1'he Bank of Montreal h the onl7 
one in New !or • 

llldr: GoYernor 'l'ower and hie organization 
doee not Ye an organization in lew York? 

t he 
act 

Jlr, Bell; I aa eure thll7 don't. 

Ill Jr: I aa Juet fiahing now. Well, doe an' t 
Feder:i ReeaMe aot for tbea in lew York and ' the7 
-- I know the7 haYII direct telephone. 

llr. Bell: ror the Bank of Canada? 

HK.Jr; Yea. 

llr. Bells 1'he7 han depoai ta t~re. 

llr. Coohr!n: '1'he7 are the oorreapondllnta. 

lll.Jrs Dan, I don 1 t know if 70u want to ear 
an7th1ng. You baYII been here 28 711are. Do JOU want 
to aay anything on thie aubJeot. You don't haYII to. 

llr. !ill: I don't think eo. I think the ar­
rangeaent t 1 haYe th1e t1M 1e aaoh better than th117 
bad before fro• the etandpoint of the public and the 
taot 7ou are going to uee •orgaa been 118411 publ1o? 

Jlr, G1tf0£4: lot t'Ul.lf, 

!;• felil Beoauee the7 will be ueing lloz'gaa 
after t~ t ra of April aa a bank rather thaa brokera. 

Mr. Giff!ll'dl k7 I ll&lta tt..t clear. We ban 
been keeping no IIODII7 w1 th llorgu, 
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Jlr. Bel~: Bank &&There rather than bro'ltere. 
t ha t Morgan wl 1 do, Jlr. Seoretarr, h to put the 
ncuritiu in the hande ot a gro~ ot broltere who 
will be 1n touch with the Bank ot Morgan. 

Jlr. G1ttor4: Let • uke tblt clear. i'he 
preli1111n&r7 Bet ot brokers 1e alread1 Tery moh 
wider than what Morgan is aoousto11ed to use. one 
thing I had in Tiew, the GoTernJ~ent hae taken OTer 
these securities trom private owners in Great Britain 
who purchased the11 through bro'ltere, either directly 
or through London oorreepondents, and between thea 
oould sell through theee brokers. Kany of t)lea do. 
I am very anxioue that these people ehould not feel 
that by the GovernJ~ent internnUon t h ey are losing 
t hat chance, of lol1~ that brokeNge. 

III ,Jr: Pardon ae. It that J:ngl1eh brokeref 

Jlr. Gittorf: No. Aaerioan brokere. And, 
t herefore, It 'ii'ii be spread T1r'7 wide and it will 
not be 1n anr eense priTate brokers. 

Mr. Bell: Will not be confined to a group 
'within tlie rai111)'1 • 

Xr. Gifford: lo. lot at all. 

Mr. Bell: I think that helpe a little. 

Xr. P1neeet: I think you underatand the dif­
ference betweenh1e poeition and poeition in the last 
lar, which is a great one, after all. 

Ill Jr: On the e&JIIt theor:y tba t I arpd your 
GoTernaent to eet up their own parohaeing llieeion and 
no lliddl._n, the ... ae t he J'renoh, it I baTt giTen 
a117 GOTernaent good a4T1oe I think that ••· It'• 
working out all r ight? 

Jlr, P1nltgt: Right. • 

Jlh~: And I thi~, at tar at elQ)enee, you 
oan b'Q)'IiiiOii cheaper. 

• 
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llr. Plnten!t I th1nlt eo t oo. 

lll.Jr : And there won1 t be an)' brokerage, and 
t hat - tbeo17 18 what ire han ben tmag t o do and 
I han not been U71ng to do it alone. I know t he 
Pr ee14ent baa talked to tDI Brit1ah Allba .. adorf Sir 
Ronald ; I don1 t know about Lord Lothian - but k now 
aa far bao'll: ae Jul)', I doubt about t h ie particular 
thi ng , but the •thod of baing repre .. nted in th1e 
oountrr b7 Britieh GOYernment ott1oiale rather thAD 
b7 agents and I know the President ie keenl)' inter­
eat ed in this t hing, beoauee, ae I ea)', ae far !Jolt 
aa l aet Jul)' he •• talking to -- it nellr Ronald 
a t that tlllet 

llr. Pinpnt: Y ... 
at t hat tiu. 

It would be Sir Ronald 

HK Jr: So it ia not pereonal with • and, aa 
I II&)' -- SUt I know a little bit a bout t he pulse of 
t he oount1'7, and that1 e that I 

t he 
. nowT 

11&7 I allt one qu .. t1on. Will 
of Montreal be t he depoaitor 

Ill'. Gifford: Oh, there -• no qu .. uon about 
t hat. le would Unhee1tat1agl)' •!flO)' the 8&D'II: of 
Kontreal in t he oape.oit)' of Korgan 1 if 1t bad not 
been the)' do not han the 'll:ncnrle4ge. It would haYe 
been ri41ouloua. 'l'he)' oould not help Ulo 'l'here reall)' 
hn1 t anybod)' who oan help us in the w&)' lolargan1 1 oan. 

137 

II do hamstring oureelYea if we don1 t use their aerYiollo 
I am 1~ olear on tbat9 u regarda the atteot1n real1&-
at1on of our aeouritlee. I han to nigh against that 
t he other aide. It ie not a '"1'7 eae)' •••• 

... 

lll,Jr: lo. 

!r• G1ftOJ'd: • • • not a '"1'7 aae)' balancing. 

I!.Jrt lo. 

llr• G1tfordl I han no hee1tat1on at all, I 

Regraded Uclassified



138 

-12-

have no laok ot oont1denoe at all about the ettioienoy , 
t he W8J' I oan handle it. It I -able to uee, oont1-
dentially, the assiatanoe I oan get at zs: wall Street, 
then I am perteotl7 happy and confident ot the ettioienoy 
ot t he handling or the •••• 

IDl,Jrs I have not ea1d anything about that. 

Mr. Gittor41 No. No. It I am to find it 
neoeeaary not to proceed along thoae lines, I ma:r 
get a bit nervoua. Ky oontidenoe 1e very much dimin­
ished ae to t he ett1o1enoy w1 th wh1oh t he work w111 be 
t\one. My oont1denoe goes down at once, It' a going 
to be a very grave worry. I oan aee -rselt getting 
over three or t our 118n trom the other aide whoa I know 
and who could help 118 up to a point. I should at111 
teel very much 1n need or t hat advice. 

lDl , J r: Welll 

You see, the ditt1oult:r there, Mr. 

Bll Jr; I don' t think 1t 1a as difficult aa you 
t h ink it fe. It would be quite a oalaaity it nobody 
could function financially in the United Statea without 
t~e advice or Morgan. 

· M{!p:dl Ob, no, th&t1 a an exaggeration! But 
you takeetteot - - I will put it this -.:;r, t he 
etteot on the street, aaong t he other financial houaea 
and the brokera, Juat tor the ver:r reason you give, 
because they arabolize Wall Street, ~here will be no 
Jealousy or our using Morgana. I think they all will 
approve that, It I go to aoaebody who would not be 
used i n the ..... w.7 as a aywbol, t hen I w1ll run uP 
against 1t Just aa cpiokl:r as Ught. 

W.Jrs I did not suggest t hat aa an al ternat1 ve. 
Ua1ng aoae other boue. 'fhe d1souaaion we were talking 
about •s t h e poea1b111t:r ot JfAlr building up :rour own 
organization or teobn1c1ana and experta1 wb1oh 1a ao•­
t h1ng quite different trom ua1ng Morgan a or John P. 
Smith and Ooapan;r. 

• 
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llr. P1neent& You mean to inc lude Alllerioan 
experts. 

~Jr : I take 1 t llr. PurY1e doe a that, donn' t 
bet Dl 1 t he e-.plo:r a retired nee pree1dent or 
something of Weetingbouee ••••• 

llr. Pin!!nt: I think the director of purohaeee 
1e a 11r:Biooa. 

Jlr. Cochran& Or from the tel ephone oompan:r, I 
f orget Wbloh. 

~~ Yea. Didn1 t be? He ' e an Allerioan. 
Re ' 1 pUrO'Eili1ng agent or ecaeth1ng like that. 

llr. P1neent: He ' e director of purohaeee. 

Bll Jr1 Yee. 'l'hey haYe a un expert in toole 
and the ~ench haY& an expert in .. c hine toole, etc., 
etc. I don't ltnow bow big an organ1r.at1on, but tbe:r 
seem t o haYe needed tecbniciane. 

llr. Pineent1 I haYe not been 1n their office 
Iince tbi:r IIIOTe4 t o their new aMreu. 'l'he:r are a 
good deal 1110re aotiYe. 

lll.rl:r: lo , I don 1 t •an •not Morgana and aake 
it Jolm 8 t b 1 • 

Jlr. Gifford! I appreciate :rour re~ on that. 

Ill Jr: But again, ae I ea:r, it 1 e :raor reepone1-
bil1ty, ~ I felt I owed that t o :rou. Goeiwill 1e 
eo~~~ethl.ng 111te confidence. It' 1 hard to get and eae:r 
to loee. 

llr. Pinfigt& In actual fact , •organ re.anera­
t1on w1ll •liP oonai-et in ebaring broker' e oo.-J.ee1on. 

Jlr. G1tford: !hat1 e r13bt, and D ·~:r arr&JIP 
a eale. foraet&Doe, one bopee to &l'J'&Dg& ealee off 
the IIIU'ltet -d the:r, lilt• an:fbod:r alee, ldgbt be able 
to arrange a eale off the aarltet and get the oo .. 1ee1on 
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tor the aa.le ae a matter of taot fixed at a very low 
r ate, 

It's rather-- and I think, perhaps, you s ee, 
IU'. Morgenthau , it1 a rather a blow to 118, beoauee 
all my pllana have been and even sinoe Deoelllber t hat 
we would work in the Will I have been intend1ng t o. 

HM,Jr: I did not realize, Moat likely ~ 
t ault, but I did not realize it was going to shape 
up that 'fi&Y or I would have spoken to you before. 
AJ I right? 

Mr. Gifford: No, that's right . 

HM.Jr : Then maybe 1t 1Bn1 t ay fault, 
not reillze that would be the • Y• 

I did 

J.lr . Gifford: I have get the iapreesion, rightly 
or wrongly, th&t provided we were independently repre­
sented over here that it was just aaauaed that we would 
employ Morgan' a, but I did not realize to the extent 
t hat I now do that there ia eo muoh to that. 

140 

HM Jr: Might I : make one ot her-- Just raise 
t he queatf on beoauae I aa not even making the suggestion, 
that you d1acuaa this with Lord Lothian. 

Mr. Gittor4: Oh , yea; I shall. Firat thing , 
I shall do it, because I think hie opi ni on will be very 
ueetul in a t h ing like this. 

HM.Jr: I am not making any auggutiona, Just 
r a ieing some questions. It the decision ia to con-
tinue, why you won't that find I will ra1ae the question 
again. I aean~ it you continue on the same basis. 

Mr. Gifford: Kay I perhaps put it th1a way, in 
Tiew ot Whllt you have aa1d, I - a little slow to con­
tinua aa we had intended, bat if after weighing it up 
we were to decide to go on, ahould I be fiy1ng in the 
tace ot :rour w1aheef would that be too etrongf 

HK,Jr: Yee, that'• too strong; det1n1tely. 
I have Just raised the question and if :rou cSeoide to 
go on I won't raise it again. 
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Mr. Gifford: And if we did deoide, I would 
Ulte to auure you of thJ.e: If we did oo• to that 
conclusion after toda)'1 e d1ecuee1on, I would regret 
i t yery 11110h beoaul8 of the rupeot we bear to you 
and yet, I eay, the praotioal difficul ties do weigh 
very heavily w1 th •· 

HK Jr: I would like to say one thing. In 
fa irness to me, if at any tiae I am called up and 
•put on the grill ' for investigation on the Hill ae 
t o why, I would like to be able to say that in a die­
cueeion I did raiee the question ••• • 

Mr. Gifford: •••• as to the wiedoa. 

HK,Jr: Yea. I would like that prirtlege. 
I am not going to volunteer and wi ll not write any 
l etters, but if I &111 called before the Banking and 
Currency in t he Senate and House 'We want you to 
explain all t hese relationships, and purchaeing, and 
what are you doing with all the varioue things and 
want you to tell ue,• and begin to oroes-examine -­
it' s no secret it was Chase that kiolted eo about mov­
i ng the account and 110ving it to tbe P'edere.l Reserve -­
and if I u up t here and they begin t o s tart to .. chine 
gun me, ·well I Just want to tel l the whole etory. 

Mr. Pineent: Yea. 

HK.Jr: I think only in fairnese to ~self. 
Don' t you think that ' s fair, Kr. P1nsent? 

Mr. Pineent: Yes. 

lll
1
Jr: I would like to ruerve that right. 

I am not going to eeek it, but if the queetion co .. • 
up "What did you do about th1e? 1 , I want to be able 
to eay I raiud the question of the advieabillty. 

Mr. Giffo~: fhen, if we did, ·~tter I raie:4 
it, the Brit!ehOvernment aade their own deoieion. 

HK Jr: Yee; I would like to ruerve that. 
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llr. G1tf0l'dl ell, reel I thiak that i1 ftl'7 
1ound. leli, JOU zoeal1u that I oan NJ noth1.Jig. 

lll,Jr: Ch, nol think 1t 01'er and 1f JOU 
want to come back and tallt on tb11 particular IUbJect, 
I aa &1'a1lable. I u not llQIIOt1ng rou to dlecuu 
1 t. After thinking it 01'11' and JOU han 10. after­
thought. or would like to Pl'Obe the utter further, 
I would like to go 1nto it tu:rther. 

Ill'. GiffOl'd: 'fhaDlt JOU nrr JNoh. I oonfeu 
qu1te trailil7 H I. a nrr 1eriou1 problea. 

· HII.Jr: ADd the faot we d1eoua11d th1e on 
George •1hlngton' a b1rthda7 baa no a1gn1t1oance. 

(Laugh ter.) 

What d1d Lord Lothian aart George Yuh1nghn 
al eo belonged to Gl'Nt Br1ta1nf 

Ill'. Gifford: I wa1 going to 1a7 the Mile tb1ng. 
I han aeen hie houM 1n the holM oountr,.. 

(At this po1nt, Ill'. Gifford and Jlr. P1naent lett.) 

IIL.<lJ': !be7 ha1'e been 1'lrf atup1d about tb11. 
I ••an mBa ttl tude that tbl7 oan' t eell anJ uoUJ'1t1e1 
unleaa the7 &lk J. P. Morgan il perteotlJ 11ll7 • 

.!!:!..:.....!!: Don't 7ou think that .. all thought 
out and lie~t 70ur reaction would bet 

Jlr~lll I tb111k be baa been taken 1n b7 the 
Morgan o and conrtnced that tbe7 ought to uae 
llcrgan • 

.llll..h's You ~ t1nd another thing - I dld 110t 
want to""i'K, but whate1'er loott11h I11n1t•nt 'l'ruat 
that be repreaentl, tbeJ II&J haft belli u1ing Morgan. 
Whateftr hi1 pereonal intere1t1 111"1, I tb111k that J'OU 
w111 f1n4 that MOl"pU -- atter all, llro JlorpD 4011 
not go to lootland lftrJ 71ar ftJII' nothU.C· 

oOo-oflt 

.. 
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E:'Jr: Hello . 

OnerPtor: Go ahead, 

~" 'Jr: Hello . 

k:lbassador 
3ult1tt: Hello, Henry. 

E:~Jr: How are you, stranger? 

B: Fine . Look here • • ••• • 

~'Jr : Yea . 

February 22, 194o 
10:35 a . m. 

3: I - - I just came down unexpectedly because my 11ttle 
g1rl fell orr a horse and she's over here a t the 
Eoergency Hospital . 

ll:!Jr: Oh , tor heavens sakes 1 

3: And I'm very anxious to see you. Can we have lunch? 

:"'Jr: Unfortunately I' ve got the Attorney Gener al for 
lunoh. 

5: Well, t hat 's very sad. Well, when cen I see you, 
Henry? 

~~·Jr: Well , are you goimr to be 1n town all day? 

!l : .'o, I'm go1ng to - - I'm not go1ng to budge at all. 
! 111 be here now. 

~''Jr: 

B: 

!O!Jr: 

ll: 

Oh. I'/ ell , let me just 
uo 1nto a knot today. 
o 1 cloolt'l 

All right , t1ne. 

'lhat'l 

th1nk a m1nute . I tied myself 
I t ell you, how about tour 

Fine, I 111 stop 1n a t t our. 

li111 you do that' 
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8: Fine -- at your house . 

!!l'Jr: No, I ' m here at the o:t':!'1oe . 

8: Oh, you ' 11 be a t the ott1oe today'P 

m~Jr: Yes. 

!!: Fine . ~lell , I'll stop in at your ott1oe then. Fine, 
Henry. 

'I..'""Jr: 

8: 

H!!Jr: 

!! : 

3: 

I a~ -- is your -- is the child badly burt' 

No, I don't .think so. 

Oh , I ' m terribly sorry. 

o. lC . 

I' 11 see you at t our at the Treasury. 

Fine . Good luck, Henry. 

?i:!Jr: 'lllank you. 

• 
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!!l!Jr! 

O])erator: 

HYJr: 

0: 

?.1~Jr: 

YJ;orge \1, .lorr"lS: 

:t:!Jr: 

, .. 

Hello. 

Senator Norrie , 

Thank you . 

G-o &head. 

Hello. 

Hello • 

Henry Horgenthau, Senator. 
All right , }lr . Secretary. 

~~r: Senator, I•ve about !iniehed a letter in answer to your letter to me. Hello' On the Associated Gas and Eleotrio. 
U: 

l!''Jr: 

N: 

ln!Jr: 

l!: 

fr'Jr : 

n: 
!!'"Jr: 

ll: 

Yea . 

And What I'd like t o do ie, Mr. Foley will bri~ it un to you himself, and t hen it you ' re eatietied with i~ I'd like to give it out tor tomorrow morning l)S.pera because we are teartul that the Judge Leibell may do something tomorrow and then, they tell me, it ' s a question o! oourt etiquette o! my saying any­thing a!ter he has taken action. 
Yea , 

So it it ' s all right with you - - how long are you going to be at your o!tioe' 
I 'll wait tor the letter. 
Well, it o~ht to be there not later than tour-thirty. 
All right, and do yOu want me to anner it t odaT' 
No • ••• •• 

Or doeen't 1t require an anewe!"t 
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ID!Jr: •••.•• I don 1 t think it oalle tor an ansver. 

N: All right. 

H:!Jr: It really -- it isn't entirely an answer to your 
l etter; it simply statee my position on this publi o 
utility holding aot. 

11 : Yes . 

!'"Jr: And ltby I think the SEC ought to do it. 

N: Yeah. 

""Jr: But it doesn1 t really call tor an ansYer. 

'1 : All right , and -- and ;vou'll give the letter out 
there? 

fi!!Jr : It -- it 1 t 1 s agreeable t o ;vou. 

'1 : All right. All ri~ht. 

~"'Jr: But • • •••. 

!-, : Send 1t up and I' ll send word back with the . ..... . 

... 

N: 

JttJr: 

Well , 1~ . Foley, the 
i s go ing t o bring it 

All right. 

Right . 

All right. 

Thank you. 

General Counsel ot the Trel~rr. 
hi~selt . 
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!ll'Jr: Hello. 

o:oerntor: 

!!''Jr: 

Robert 
J Jackson: 

J : 

!ll'Jr: 

J: 

!l''Jr: 

J: 

J : 

?''Jr: 

J : 

The Attorney General. Go ahead. 

Hello -- bello -- bello . 

Hello . 

Bob -- Bob' 

Yes. 

Henry tallUng. 

Yes, Henry. 

I 1 ve just about finished my letter end ! spoke to 
Senr> tor Norri e end he ' s waiting there ror my letter. 

Um- hm. 

And I told him we ' d try to get it there by r our- th1rty, 
so I've-- and then he ' s going to read it and it it's 
all right we ' re going to release it. How are you 
coming vi th your., 

~lell , I 1 ve dictated one and it 1 e in the machine . 

Well • ••••• 

I dictated one and then it vas too long and I out 1t 
up and it's back in the machine again. 

!I"Jr: \/ell , Senator Norrie eaid he was going to B1 t and 
wait f or mi ne; it you don ' t m1nd, I was going to make 
the suggestion you m1ght l ike to oa11 him and tell 
him t hat you ' re going to have one too. 

J : Where is he' 

I!J(Jr: He's at hie office at the Oapitol . 

J: At hie ort1ce. He ' ll be there until tour-tb1rty. 
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J: 

!!!:Jr: 

J : 

~'Jr: 

J: 

- 2 -

Well,. he sai d he ' d walt ae long aa ia neceeaary to 
get my letter. 

Oh , well •••• •• 

He said first he ' d be there from four to five but 
he said , 1 I 1 11 walt until I get 1t.• 

Yes. 

Now, I thought 1f he knew that rours was coming -­
well , he'd just walt until it got there . 

Yes. \Tell now, I ' ll 
today to send .••••• 

I haven ' t got anybody here 

!!!:Jr: ilell, Ed is going_ t o go up. Ed could - - When he's 
got mine he could drop over to your office . 

J: 

lf.!Jr: 

J: 

'!:'Jr: 

J : 

;..~ 'Jr: 

J : 

fn.!Jr: 

11ell, suppose I call ;vou back Just as soon as th1B 
1s ready; I 1 11 get 1t ready just a s fast as I can, 
and let Ed take them both to h1m. 

Yes , and 1f I have left -- because Bill Bull1tt is 
co~1ng here -- Ed will be here . 

Yes. 

Is thet all right' 

Yes , that ' ll be all right . Nov, I think - - I think 
you might get into your letter, if you haven' t 
closed 1t ••••••. a 

Yes . 

•• •••• somewhere I ' m Jumping strongly on t his 
proposition: That the Government can't escape 
resoons1bil1ty for th1a situation, Wh1oh 1s 80 
big, 80 important , ant I don't know that rou do 
have that sufficiently emphasized. But ••• •• • 

Well, ve•ve handled it a little bit differently 
because I think I put it th1a way: 1 Becauae of 
t hese various and ~as1bly oonf11ot1ng interest• 
1n this case, 1t 18 particularly important to 
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have an independent trustee such as the Chandler 
Act contemplated and aa the Secur1tiee a nd Exchange 
Commission would be.• 

Um-hm. 

You see' I said because of these - - doeethat have 
What ~ou have in mind? 

I think eo. 

!-:"Jr: Yes. 

J: 

h"Jr: 

J : 

Hl'Jr: 

J: 

ll''Jr: 

J : 

-zr·Jr: 

J : 

. !I''Jr: 

J : 

li"Jr: 

J : 

Yes , I think eo. I think that gets • •.•.. 

That • e an add.ed sentence since you ' ve been here . 

Yes, I think that gets the idea. 

See? 

Yeah . 

~ie1. 1 then, when ~ou 1 re ready you call Ed •.•• •• 

Yes • 

•••••. and Ed will come over to your of fice. 

I ' ll call him just as soon as I can. 

R.1ghto. 

All right, fine. 

Thank you. 

Goodbye. 

• 
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t~EADOUARTERI 

I -. 
'· 

-- ... __ --·· 
TREASURY DEPARTMENT 

UN ITED eTATU OOAeT QUARO 

ET 
WASHINGlON 22 February, 19fo0. 

Frcn: Preddent of the United States. 
To 1 Secretary of the Treasury llorgenthal. 

Personal.l3 I think 1 t is a lllistake to refUnd the 

June .fifteenth lll&turi ties on llarcb fiftemlth, Pl.ease withhold 

until I return. 
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The attached 1a a reT1aad text 

ot paragraph 8 ot the Note tor the 

secretary ot the Treasury which wee 

handed in on the let Pebruary l~Oo 

The reduction ot £17 million 

in th1a reTiaed estimate of United 

lt1ngdcxa purchases in the United States 

during the first year or war is 

principally accounted tor by the exclusion 

ot purchases or:·-

Petroleum trom Netherlands 
wast Indies 

supr tl'OID CUba and u.s. 
depen4enc1ea 

Hemp tra. Philippines 

Reduction in estimate of 
machine tools likely to 
be procurable by end ot 
Auauat, 1940 

and by the inclusion ot 

'l'obacco pu1'chaae4 trca 19:511 
crop ~ · 

llerchant ahipS 

and b7 rendon ot other it~o 

• 
• 

• 

£ m1111on 

17 

1 

18 

.,., 
• 

156 

0 

• 
• 

I 

0 

• 
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2. It 1B eatimated that Ull1 ted Kingdoca 

purchaaea in t he United Stataa (excluding i ta 

dependencies and CUba) during the t1rat year ot war 

will be about £180 million. 

those figures is ae rollowe : -

Raw l!ateriala: 

Cotton 
Iron & Steel 
Lumber 
wood pulp 
Other 

Poodstutts 

Cereals and 

2~.0 
9.0 
3 . ~ 
2.0 
9 . 15 

cereal products 3 . ~ 
Hog products 2 . ~ 
Prui t 4.1! 
canned salmon 1.~ 
other 1. 0 

Tobacco (1939 crop) 

Petroleum 

General manufactures 

Machine tools 

llerchanta ships 

Tho rough analyeia or 

111111on £ 
(r.o.b. values) 

49 

13 + 

7 

13 

23 

31 

6 

Air . Military and Naval SOrTlces: 

+ 

Aircraft and 
engines 

lrun1 tiona 
Naval 
Other 

19. ~ 
13.0 
3. 0 
2. 1! 38 

180 -
Provisional estimates eubject to moditication 
owing to price factor or otherwise. 

Aga1 nat this tho Un1 ted Kingdom 

e:q~orts are eati~~Btod at about Q:JO million and tho 

no t balance or inviaible exports at £15 million. The 

/United 
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United Kingdom ad•erae balance thus amounta to 

about £145 million. 

!58 

As r egards the rest ot the starling 

area imports are estimated at £55 million and 

exports at £85 million, while the net balance 

ot invisible imports is estimated at £2 million. 

The r esult is a\it,:.!;i~~alance ot about £28 

million. 

Thus, t or the etarling area as a 

whole, the net ad•eraa balance ia estimated at 

about £117 million, or *'70 million. 
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ootriDE!t!IAL OODa • 

roll !11F. PftiSIDDf ~ till UiifiW 91Aft8 At ... ftA IIAYAL WilOA'UOUo 

(to IIi DWYO\EP WJ:tEN filE PMSIDIIft' AJ\11&1) 

It' 11111 Jut ortiiOII BdD Olf tim L\et aD !UN IUIRTIJIOE fiiAt I 

pftOQUD JIOW WITH 'ftU'l 1\DVJl)liD OP !Itt TWO lasvtS PALLIID DUE 01 JVJ& 

n"BEII'l'll STOP IW OND to lUPAitE ""' !1111 LAMa UiliDIIAIIID It 

IOOLD liE ~ to 911tM IWU.T JIIX'f Will 9101' 1 WOULD BE CILAD 10 

IAU UII'UL tOO IU:'IURII 111 YI1.W OJ YOUR MOII'f VWDIIDAL JU:QUI:ft lfOP Jl)lifDI 

W!IIUCH AS III'J\ftOf'OI\11: YOV .-va .ALIJA%1 DINJstED tDSI rtiiAIOIJDa DtiJIS-

1.1 !0 Mi I fRt IK It 0111.% JADI t'IIAt YOV Gift •z YOUR MA10118 rtll A•tH 

fOR POS'tPOIDIUif or A IWUlll PIHU&fi N!FVMDIIO IP rat WO oriDI UAIOII 

!IIAII filA! 1 OAM IIAIJ! AM nrra.Ltoaf lliCJ'LAM'flOI to tilE PJIIII IIOP ac.a 

! 00 ARE IIA Vlll} OOOD UJQI[ nSJaiD ftot lEft MQAJU)8 I'IW 

(Copy for the Secretary of t he Treasury ·) 
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rJU:Ila -.r1ou •bu•7• Bogota, Oolo.b1a 

ItO. I ' It 

D.A'l'll Pebruarf 2:1, 19-60 

Yeater4a7 1lheJl tlw Pr .. 1de.ut of the Jlepublio o.:Ued 

•• 1n tor a oonTeraatlon· ragard1JI8 Ooloab1an atta1ra, 

he began b7 uk1118 tor 117 help 1n oonneoUon 111th tu 

loana 'llhlah Oola.b1a hope• to aeoure from the J:xpor~ 

Iaport Bank of r .. h1ngton. 1fhlle, he .. 1d, 1 t would be 

poea1ble tor hla to gain a great deal of pol1t1oal and 

pereonal preet1ge troa publ1o vorke and from purohaaee 

ot roll1J18 etook tor the ra1lWB7•• dredg .. and eo forth, 

the oount17 would not be benet1 ted .. greatl7 or •• 

peraanentlJ' b7 auah th1118• u 1 t voul4 b7 loan• vblah 

would be ueed tor the general eoonomio betteraent of -
the oount17, part1oul.arl7 tu betteraent of agrioulture, 

1nolud1J18 oottee: he aa1d that 1n taot pv.rahu .. tro. -
the United It at .. equal te 1f JIOt exoeed1J18 tu aton­

aent1oned would reaul. t from auah a reantoro111ent of the 

general eooao.r. 

~ l'lpl.J' wu thet I knew nothing whateTer about what 

had take& pl.aoe 1n Waehington regardiDC th1a -uer, 

althoup before Dr. Jaraa1lle lett tor the United It&t" 

I 

! 62 
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I had auggeate4 to hia that, oonoarniq f111&1lo1q ot 

t he lt1Dd whlob the Prea1dent had aenUone4, be look 

1nto the poaa1b1l.1Uea ot obta1n1q loana to the Bank 

ot the ~bllo, wblob, 1n turn, oould reloan the a oner 

1n Ooloab1a. I alao aa1d to the lrea1dent that per~• 

1t wuld be poila1ble, upon an earlr aetUement ot the 

banker• group loan, to aeoure the lt1Dd ot ua11tanoe 

be dea1rea troa pr1Tate banltlng aouroea. I aleo 1nd1~ 

oated that 1n t hie oonneot1on oooperaUon 11'1 th reterenoe 

t o gold atab1lhat1on a1ght be oone1dere4. I added 

that I wu anxloua, a• allfBJ'I, to help the Ooloab1aa 

GoYerDaent. 

Beoauee I .. unt..U1ar 111 th the e1 t uat1on, the 

Prea1dent aalted ae to talk 1 t oYer 111 tb Jaraa1llo. 

When Jara•'llo oalle4 on •• t odaf, I onlr repeated 

what I had t old lantoa. Jaraa1llo proalaed that u 

aoon aa the aater1al 11 prepared, he would g1Te ae the 

tull 1Drol'lllat10n 'tlbloh 11'1ll be aent to the Alaballa4or 

ot Ooloab1a 1n Yuhington. 

.Uthoqtl I bell en that Oo1oab1a1 • agrtcnaltural 

ored1t organ1&at1ona are 1n a walt oond1Uon to 1&1 

the leut, I aa 1nol.1ne4 to agree with .. hnddental 

thea1e ot the Prea14ent; ho .. nr, aound aatho41 aDd 

aeuurea auat be toUDd 1t hie aua••Uona are to be 

Oarrled out. 
Ia 
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Ill Yin of the abo•• • I abell be glad to han 

a111 1Dtoraauon. wgseaUon• or 1natruoUona 11h1oh 

the Departaent 11&7 w1eh to aell4 .. to gvJ.de .. 1a 

a:r talU 111'1 th the Prea14ent u4 Jar.aillo. 

!he Prea1dent aa1d he waa P..,Uf1e4 w1 th the 

aoooapl1-abaent of the debt acreeaent and with the 

reoapt1on 1 t ha4 reoe1•e4 generall7 both here and 

1n the United ltatea, but he aa14 he felt U had 

been unfair for the rore1gn Bon4hol4era Proteou.,. 

Oouno1l to a44 to their atat•ent a,pproYing the 

agreement a paragr~ wh1oh laaente4 the faot that 

the guaran~e~4, departmental and 1111D1o1pal debta had 

not been a4Juate4. 

• .. 
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Februar7 2~, 1940 

Memorandua for the Seoretary: 

At 4:~0 Kr. Berle phoned in reeponee to Krs. 
Xlotz' inquiry tbout the negotiations in regard to 
Braz1lian bonds. 

I took h1a message in shorthand, as follows: 

•copies of all the relatin oabl ea ehould have 
gone f orward to the Treasury. If they haTe not, I 
shall be glad if you would ask Kr. Cotton to give 
Mr. Duggan a ring, 1n whioh case Kr. Duggan will be 
glad to oome over and bring Kr. CatoClon up to date. 

•.&otual atatue 1e th1a: The Brazilians -de 

165 

an ot:CU-. . We took that up with the Foreign Bondholders' 
Counon. The Counon d.id not 11lte it in that it did 
not give, as they considered, Class ~ bonds .uffioiently 
(§J od treatment. Olau ~ are the Federal guaranteed 
or Federal obligations, a.nd the bonds wh1ch were treated 
be et were Classes 1 and 2, bonds very largely with se­
curity, a large one what is oalled t he Coffee Loan. 
Those bonds have heavier intereet in England than in 
the United States, whereas Class ~ are very largely 
held here. 

"Aooordingly, Kr. Feie telephoned to Caffrey 
asking h1a to urge the Brazilian Governaent to IIAlte 
better distribution aa between Olasaes 1 and 2 on 
one hand and Clan ~ on the other, giving Class ~ 
better treatMnt than they were getting. 'l'hat' s 

. the state of affaire. • 

Mr. Serle eaid he would be out of town tomorrow 
but would return on Monday and would like an opportunity 
to aee you as he had two or three things he would like 
to have a ohat with you about. 

N. )(, Chaunoey 
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l.AIAJBRAII or ft'I!IJftAJI IIGIIUD 

J'IIOila Aaenoaa lll'buq, JU.o 4a Jue1re 

JIO; I . "10 

DADa robzouarr ~. 1040. 

• 

Jleforonoo 1o aaAo to tho J)opartaont•o no. ~. 7 

p.a., and no. :58, 8 P•••• of rebzouarr 21. 

166 

ApparonU7 o011o of tho 41ff1oul.Uoo 11!lloh Aranha 

t aoeo hero with roforonoo to tho dobt are not andorotood 

bf tho Oowlolll .U 1o boWJl b7 tho Dopartaont, a proaloo 
b7 .Aranha 

wao aa4o/W1 th roforonoo to tho 4abt at Yaob' agtoa 111 

llaroh of laot 70ar, but booauoo of tho groat oppoo1 Uoa 

Wbloh he aet when he returned hero, ho wao 1111ablo to 

oarrr o~t that proaloo. Ho wao attaokod oo b1ttorl7 

traa aU a14oo &114 part1o11larl7 b7 tho U., Cat he 

boo... 1ll &D4 1 t W&O noOOOO&rJ' for liJ.JI to N ....., frGe 

IU.o do Janeiro for noarl7 no aontho oo that he a1pt 

roooYor. 11noo that tlao he hao aado ooaalotont aa4 

oont1uuo4 ottorto to porouaAo tho Bras1l1aa GoToraaont 

to roouao oel'Tloo oa Uo foro1gn 1D4obtodnooOJ !M»nTOr, 

ho 10 tho olllJ' one 1lbo hao waatod to p.:f, aa4 b7 taki., 

thlo atuhdo ho hao 1'1oko4 hlo pol1Uoal tv.nro. It 

h Olll.J' latOlJ' Cat tho lroe14allt hao -cz"Ood to 08 

ronapuon of oorT1oo lntt 011 a ro4aoof. ooalo. BenTer, 

thoro 10 ouu a peat 4aal of oppoe1Uoa, aa4 aa:t ~·• 

11111* 
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Wbioh.., be aa4e will be the eubJoot of or1t1o1 ... 

At tble t1ae Arallha doee not feel that he oaa aak 

Pree1dent 'fargaa to pq aoro thaB the •ount he haa 

agl'eed on. (Aa waa oot forth 1n rq tologr ... no. :52 

of Jaal1&17 19 · aa4 no. &:5 of Pobruar7 1&, I perouAed 

167 

h1m to 1noreaeo the 11110unt to be pa1d, thirebJ 1apr o1'1JIC 

h1 s offer.) 

I ba.n boon tol d ropoatodlJ bJ Araaha that he waa 

pr ooeiKu.ug on the aaeUIIJIUOil -that onn thotllh the 

1D1t1al eoalo of po.J~~onte .wu Pe11, the reeetabl1~ 

mont ot the pr1no1ple of paJiug would be wolooaed bJ 
at loaet 

t h e GoYerDIIent ot tho UD1 ted ltat01, that 1t woul4/be 

a beg1nn1ngt !hero would not be an agreement but the 

GonrDIIInt of Bra&11 would rewao p.,aente on a reduced 

eoale UD1latoral1J and YOluntarilJ. 

It 11 of ooureo poee1blo that 1f the war oonUmaoe, 

the foro1gn oxMenp poe1 t1on of Bra&11 will be auoh 

bettor 1n a JO&r or tw aa4 that 1 t would be oaa1or to 

roaoh a aoro eaUafaotoi'J eottleaont at that ti.Jio thaB 

at the proeut ttae. 

Yoeter«q Araaha aa4e roferonoo to the Ooloab1aa 

debt agroOII!..nt and oa1d that Brasil would be gltl4 to 

auo a e1J11lar agro .. ont oa1 tUug the ltate aD4 aun1o1pal 

bollde. .. 
.. 
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Jlo oo-oa'ed. wUh aiiJ)OrUJ u 11b&' wu ''1'1114 'bJ 

h1a a1 tho Utferon' a,U,udol 'akoa 'bJ 'ho Kuropou 

bonollioldoro OOUDoil OD tho ODO la&D4 aD4 ~ Joroip 

Bonofuoldor• Protoot1 TO OounoU on tho other band. !hi 

rronoh, bJ tho wa:t, han agreed. to aooopt the Bru1Uu 

new 1f1th rotoronoo to tho gold olau1o oonta1ae4 1a 

trano loano. 

Aruba oooaed d1ooourago4 but oa1d that ho would 

look 1llto tho o1 tuat1on onoe aoro. 

lmiO!LX COlfPIDDI!UL. I oa 1nto1'11td 'bJ tho 

D1rootor ot boh&DP that- the Br1t1ob would llko to 

negotiate a o1ear1113 agreement 1f1 th Brasil. AI tho 

Department know•, the tawrablo Brl Uob balanoo of 

trade baa boo obenclld 'o an untawrablo one duo to 

rooent Brl Uob war purohu••· 

CW'I'Dr 
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J"'ttX: Aaez•1oan l:llbua:r, Paris, l'ranoa 

DAB: rabruaJ7 23, 1940, o p. 8, 

10.: 263 

J'O!l THI 'l'REAStm DKP.Alt!MIH'l' ftOH HH!'HDII. 

Last e·nn1ng I had a talk v1th Governor r ourn1er of the 

Bank ot Franca. He expressed to .. 4at1n1te T1evw ver:r 

similar to those ot R1st regarding tha probable autaroh1o 

tendenc1ee of Europa after the var 1e over (Reference: 

telegram of Jebruar;r 21, No. 2,7 , fro8 the Eabaee:r). '1'he 

Oonrnor sa14 he believed the onl:r pou1bla 88&DS of oountel'­

aot1ng suoh ten4ano1ea la:r 1n whatever 8easures the United 

8tatee might be able to take to red1atr1bute so8e of 1ta 

gold stocks. 

Governor Fournier seemed to be 41aoouraged beoauee 

France hu not taken an:r of the muoh needed etepe to reatr1ot 

coneu.pt1on, and over a e~ar failure autt1o1entl;r to 

ra111 texee. 

After so8e el1ght 1~rovement :reaterda1 the aeour1t1ea 

market vu &SaiD aubJ eot to prot! t tak1nl on Ugtit turnover. 

Xoat rentea 1sauea vere dovn aaJor oooaa1ona. 

- -1 

EA:L'W 
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Secretary of State , 

Washington. 

143, February 23. 

PL.\IN 

London 

Dated February 23, 1940 

acc 1d 2:13p .m. 

FOR T:'C.:..SURY FRO:.i BUTTER'IORTH. 

170 

In contrast to t he steps taken with respect to 

Canadian securi t ies and tt.e r ecent vcstine order in the 

case of American holdings , the first significant step o.s 

regards Indio. , o.nnounccu a t !lew Delhi yest crde:y , i s t h e 

provision of faciliti es for voluntc.ry r cpc.triution of the 

Indian Government sterlinG debt . Rupee loans c.re to be 

erected o.s counterparts of various Indian t erminable 

ster ling loo.ns . .'\s s tcrling non- terminnbl c 3 per cent o.nd 

3- l/2 per cent loans nave already existing counterparts it 

ls not necessary to inclUde them in the notificati on but 

similar arr angement:; ~~ill be o.dopttci in rcgnrd to them. In 

order to i n troduce thc:le new rupee loans to t he mD.rkct the 

Indian Oovcrruucnt wi ll at first issue thcm on i ts own 

account in conver sion of corresponding sterling securities 

purchase~ by them. The pertinent part of the notifi~ion 
is n5 folloiYs : "'lith effect from April 1 , 1940 ::.nd until 

further 
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-2- / 443, PEbruDrf 230 !rom Londono 

turthEr noticE , holdErs or thE SEVEral stErling locns 

statEd cbovE arE givEn thE option of trnnafEr ring thEir 

holdincs from thE booko of thE Bank or England to rupEE 

rEgistErs to bE opEnEd and mcinta1nEd in Indi a by thE 

public dEbt offiCES Of thE RESErVE Bank at Bombay, 

Cclcutta, DElhi and Uadrca . ThE tErms on which ouch 

conVErsion :n::.y bE EffEctEd 11ill bE announcEd by thE 

RtaErvt Bank f'rom t1."11E to timE. 

"nupEE aEcuritiEs i osurt\ in 11ru of stErling 

stcurit1Es will not bE rtconvtrt1blE into stErling but 

may on cppl1cction bE tnfnctd for pnymtnt of intErEst at 

thE London officE of thE REsErVE Bank ns in thE cas£ of 

othEr rupEE loans . " 

JOHNSON 

HPD 

• 

• 

• • • 
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,,.,., .. ,{ .. ~ I'T<RI<Al REV£Hut 

....... 111:"'-"lO ""' ................. .,.,-~ _ .. ,.,.,.. 
ITtPtCA 
CAA 

TREASURY DEPARTMENT 
WASHINGTON 

February 2S, 1~40. 

UP<J!T FOR SECRE'URY IICI!OEII'liWJ t 

In rege.rd to oloai111 &&r•-Oilto II.Ddor tho Vinoo,..Tr-u 
Aot, the dnelopmento clurit~& the .. elt were u ton.,... , 

Wolter Kidde &nd Comp~, Bloaatiold, low Jeroey& 

Thio Ooq>&lly tiled, on February 19, lHO, a request tor a 
cl oaing agreement 1n rege.rd to opeoial taoi l1t1oo required on a 
proapeotive !layY oolltraot. !he amoullt ot ooet inTolTed h 
$111,850. 66. 

Fulton Sylphon Ccap&D¥, IUoluoond, V1rc1niaa 

Thia ocapi.D¥ tiled, on Saturday, Febl"\lllry 17, 1~0, a 
request for a oloein& acre•ent in recard to opooial faoUitieo 
required on a proopeotivo J ayY contract . fbo amo1111t or coat 
1nrolved 1• $32, 18e. oo. 

:72 
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lftPtCA 
c:AA ... ..., •. , ... 
uran POl ... .,.., ••••• • 

Ia ...... .. •••••• .. ... .... .. •• ta u 
'"· .... -..1 ........... - .. felh•• 

alter liMe ... I 0 IS, a..tieWe ... ,__,. 

ftlh I 0 IS 
llMillclliPI 0 

"''""'ln 1111F tul ..... 

taw.-,.......,. lt, -· ....... ,., • 
aa • a .... "' 'el IMlll*• a o •• • • , ,..., a. fill_. wd:t,.le 

l"al ... lrlfllea ......... ,...,-.. ,· ~ 

a11 '""we nw, • ......... ,....,. "• UM, • 
,.... .. twa eiW'• a,pa 'w r ..... linlal tMWt&ee 
....-1,.. • • a ..... ft lltiF • ...... a. a •• .,_. 
Wel ........ 1 .... . 

' 

'S!~ed} - ' 
'l, lloo12e,y 

Aotlnr es.t.a I • 

• 
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TREASURY DEPARTMENT 174 
INTER.OI'f'ICa COMMUNICAT10N 

OATil J e'b1"11A17 2J, l!jllo 

ro Secret&r,y Korgent~ 

"""' l!r. Cochran SlRICTLY CUNtiDENTIAL 

1t 12:15 noon Mr. P1naent telephoned .. to c 1ve the f1ret report vbich 

It ..,.. arr&llged laet autwm ahould be ll8de da1l7 to the 1'reaaUZ7, once the 

!rltlth veeUnc order waa ettecthe. 11•1nc the ke7 with vbich he ba4 pro­

d ded ce under date of lonaber 23, Kr. Pinlut PTe the foll01fin& flcuree 

for aale t cade on :Pebruar7 22: 

12,000 
leoS.ooo 

111 
Ill 

When I qunt1oned Kr. Pineent ae to how ealu could be ude before t he 

date on vhlch I underetood p11110ent va• to be effected for the veeted 

ucurl tlee, he uplelud that certain of the 1ecur1t1u called up were al­

rt &dJ' on depo a1t 1n lfew Tori< and 1-dlatel)' aT&ileble for eale. He etated 

tl:at oone eal .. are for torvard delher)'; that h, p&71lent bu not )'It 

oeeenarllr been made, !he practice will be to report to ae dail)' the trana-

1\Ctlone a• actual!)' contracted. 

I p .,. the above lnfol'llatlon to the Seeret&r)' at 12:25 noon. Be 111-

atrw:ted ae to gin hia a veekl7 etat...U of thue traneacUone. 

lt val underetood that euch data are not to be aade aTallable to the 

S.! .C. unleu requeated by Mr. :Prank, and euch requeat ~~pprond b7 t he 

Steretaey ot the 'lrea81U')'. 

Regraded Uclassified



STRICTLY CONFIDENTIAL 
cl/11 175 TREASURY DEPARTMENT , 

DAft J'ebru&7 23, 191!0 

ro Secretar.r Morcent~ 

The Spanilh Alllbaeud.or telephoned while I ..y l n the etatf MeUJIC thh 
110nt111, and then acaln attar I CAM out . He etated that he had replied to 
hh Gon!'DIIent I OM dqll ago that SecNt&l7 llor,ent~ waa abeent troa 
1iaahl11Cton, and t ho.t there wre certain dlftlculUee ln the vq of conelder­
la& t he propoelUon which he had aubalttecl with the win to ll1"l'aJICiiiC tor the 
NJ.e o! Spa~~lah all nr colu to thle Oonl'IIMnt, the procee4a 'IO!Iereot wN 
to be u .. d ln pqiiiC tor 08D841an nlclcel and the .Aaer1C8D alntlJIC theNof. 
?!:a .l.=batlador atahd that he had nov recelnd another urpnt cablecru fro• 
hh OoYarlllltnt aaldJIC that he report the atatu.a of hie necotlaiiona. 

Uhr epaaldDC with the Secret&1'7 I telephoned the J.abaeead.or at 12sllo 
noon and told hi& 1 t ho 1'rea1U17 vlll not conlider the prcpcaal for \he par­
cbaae ot llher coin• from the Spanllh OonrDMnt while the preeent Alller1C8D 
tllnr l e,illatlon 11 pendlJIC. 1 
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TREASURY DEPARTMENT 

INTER..OFFICE COMMUNICATION 

A/l 

4r 
:7s 

DAQ ltbl'U&r)' 2J , l94o 

fO secretary Mor gentban 

11r. Cochran CONFIDENTIAL 
1:1 an wuua:iting fo:rtian axchnage market atarling :ro" f:roa 3 · 95-3/S at 

t!:.o 0peol ng to 3·95-7/ 8 by e&rl.¥ efterDOon. '!'he rata vaa a~ for the r••iwr 
of tho 4&1 and it cloeed a t 3 · 95-7/ 8 . 

Saleo of epot aterling by the eiz reporting banlta totaled ~35 ,000, f:roa 
the t olloving aourcee: 

'By commercial eoncerna ••• •••••••• ••••• •• • , •• ••••• , . ••• , ••• , ,1. 122.000 
lly foreign balllca (Eu.rope , South Alllerioa and Fu Eut) •••••• • 1. 48),000 
lly Federal Reserve llaok of Wev York (tor YugoalaYia) •••• •••• lo 30,000 

! otal • 635 ,000 

Purchuee of apot atar11n& a.aountad to 1.1104,000, aa indlcated balov1 

By commercial eoneern••••• ••• •• •• ••• •• ••••• •• •• •• •••• • ••• •• •* 361,000 
By foreign bank• (Europe and Far Eaat),,,, , •• •••••• ••• ••••••• 4n,ooo 

Total 1. liO ,000 

The following reporting be.Dka aold cotto11 b1lla totaling 1.15,000 to the 
3r1thh Co11trol on the baeia of the official rate of 4, 02-l/2: 

1. 7 ,000 by the Cbaae Nat ional Bank 
3 ,000 by the IrYing Trust OoapaJ11 
3 ,000 by t he Natiollal City Bank 
2,000 by the Guaranty Trua t Compa111 

• 15 , 000 ! otal 

The Federal ReaerYa 'Bank of Nev York purchaaad 50,000 belpa and JO,OOO 
gullder e for the Bank of I.atvia. 

The other important curranciee cloaad aa follova: 

rrancb franca 
Ou.ildara 
!lwiaa franca 
llalpll 
Canadian dollara 

, 0224-3/8 
· 5318 
. 22'42-l/2 
.1688 
1}-1/lf/, diacoUDt 

The diacOUDt for the Cuban peao apin increaaed and it vaa quoted 

at &.1/lfJ!., 
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We aold $J,OOO,OOO la &Old to tt. Central llaalt ot Uracaq which vu 
e4d.td to 1 te eararbd aoocnult a\ ~ l'e4aral b .. rn llaalt ot lw Yortt. 

We po.rchuK ~000,000 ill &Old troa the llaalt of SV.4an, Which vu 
relta"4 !roe 1 h ea.ru.rad aoooaat. ;? ~--?-' e.-~· 

!he Jederal l! .. ern llaalt of l'ev York NPOrW to ue the follov1ac 
&Old ahipaeDh I 

$ 6,51b,OOO troa Japan, rapr .. entlnc wo ahlpeanh aa4a '117 the Yoltohe•• 
Specie BaDit to ita Sen l'rancieco office, for eale to the u. s. Mint. 

3,552,000 fro• South .Africa, ahlpped. by the South .Afrioan Reeer't'e ll&lllt to 
the l'ederal baern llellll: of lfev York, to be earmarked tor aooout 
ot the lfetherl&llde B&lllt. 

2,250,000 froa Sri tserl&lld, eh1ppe4 by ~ l'aUollal ll&lllt of SVUserlall4 to 
the federal l!e .. rre llellll: of 'lev York, the clhpoei Uon of ldlioh le 
UDlalovll. 

1,000,000 froa Swi taerl&lld, ahlpped by the C...U t Stlle .. to the ChaM l'atiollal 
:=:,.-;;:~= B&lllt ot J'ev York, for eale to the u. s • .f.aeq Office. 
$13,316,000 !otal 

The U. s. equ1Talent of the Boabq liber prioe vae sli&:htlT lover at 

The London pricee tor eilTer continued to deoline &D4 both spot and 
!orvar4 were fl.xed at 20-J/164, both ott 1/164. The u. s. equ1Talent tor the 

rpo t price vee 35·91¥ and for the forward price 35· 76#· 

Handy &D4 Haraan'e prloe for foreip ellnr vae unclwlee4 at 3~3/1¥• 
iho !Huury'e price vae aleo unebaJicod at 351· 

We llll4a eaTen ou..rchee .. of ell Tar total inc 807,000 CIUllOee UDder tt. 
su .. er l'll.rebeN .&.ct. of thle aaount 1107,000 OUDO" rapre .. nW ea1 .. troa 
bventory b:r two retillinc coap&ll1ee, aD4 the re•ininc 1100,000 Olllloel eonaieW 
ot new production e11Ter froa Tarioue foreign countriee, tor forward 4al1Tery, 

• 
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TREASUR'i DEPARTMENT 

· • ' Office of the Socre tary 18 2 
Technical Assistant to t~ecretar.Y. 

-- Date ...... oZ.L.:Z.~#c::> 
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' 

\ 
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.,, ..... STRICTLY CONFIDENTIAL 

la AI IF' T ... ,._II ......... I ..... W jil J ;A 1M alt ¢TI 
lllfttt, ,a....W •;&•, la thi'a _,., fll ... M1..a110 Ill h1 

(1) ........... ····!~., ............ .... 
lao& ~r~u• a.1w ...-L• -h. ,.....,. ,._ •· n...a. 
.. -···· ··-· 1, 1tllt· 

(I) 1M fa $ .... fll • ......... ...,. 1. 
1fll0o Ia "•" M J'1 a ..... I I ........ (a ... 

..SW ....... ....Cwt ,._ b, tneua fll tM J'• tt 
' a .... llt15 ......... ..., 1. 1,.., 

()) ,.._ ' • • ,._ * n n• ., ... 
I a 1111 h tM I LUI~ fll .. b I ,. ,) 'd .. .. 

......... - ...... '· 1,.., " .................. . 

(II) ...... lee tM Iarew; fit tM llu r • * 
Jilrl\lG ,....... a • '"'" ... 0 -·- ,_ •• J'iMUt 
.. ' .... - ........,. 15, 1,... 

(5) A • ulu& ,_ •· lias • • .......... 1,.. ............... "*'*' lll'&tl ...... 
., .... .., 1, 1,.. • 

..... l ! rl 'M ..... ITIUIIII ..... ,_ a..l" M cln M 
~. ...,. lllltta: 
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~ 
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~ 
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Ill de~ the J)Hit101l to be tu.l ~ toM twulll4 lxUl. -

tider&t.ie>ll NlovJ.d be &iTa to the folloii1Dct 

(1) lollld oar aport tnd• be a4nree.l7 atteatec~, pu"t1c\1J.arq nth 

eUnr-proda.cine c0111ltz.bat 

(2) Do n want to ... the lllai.oan -'c ud fiJiuoial. Bita&tioa 

dttcrionte at th1a tiMt 

(3) IOCll.d oar cood Miibllor Hlatioca, pe.rticularq nth L&t.ill AMrica, 

be tdnraeq atteot.dt 

(4) lould it 'be poadble tbrcrap the MCU.- ot the IDter-.&Mriou Buk or 

otber c!mcea to i.Dcreue the 'IIIIa ot allftr 1A tee w .. te:m B~t 

(S) loald it be preferable ll""'"'u7 to lonr the price ot !oreip allftr 

to tq 30 cete Ul OIIDCe 1Aeteed ot atoppiDc all parohu .. t 

(6) It world ellftr prices deoHned to 20 oct. Ul -, 1IUQl4 i1b1 eli ... 

Plrlt.J bet... that price ud tile price pe.1d .a.r10Ul lliAc'e 1Dcreue to lniCb 

&11 ext.Dt that there w<Nld be cr-t pre .. we to telndate or redlloe toM nb­

aido' poi4 !or -q....n1ned dollieetic allftrt 

(7) Doee the purchue ot a'bollt $'10,000,000 ot toreip allftr en-u7 

(200, 000,000- at 3!S cate a_.) oocatitute a aipiti~ ..sditiOilto 

cxcua benldng -ruene• 'ldl1ch - total. _.. ~ ts,ooo,ooo,ooot 

(8) Ill pa!'Oiwatng fordeD ellftr a)lould n au-pt to ~te •p1nat 

tUm- cc.inc 1'raa OC"te1J1 OOiatri .. t 

(9) It !oreip all'WW paroiiUN are atopped abcN'd t.Mre a1N be el1w1•W 

rr.. the law the • )lrOtite tax - ellftrt !Ida 1dll pe:rlll\ the J"Mateblhl t . 

6f a aihw ..net 1a •• Yol'lt. 
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(10) Would the pe.aaage of tlw Townsend bill and the consequent decline 

of tbe IIIIII'ket price of eUver be uaed u a political napon against tlw 

Adainistration in the coming caapaignt Would the ei tuetion given atriiD(th 

to the orgument that the Ad•1n1atra.t1on1a aUver purchase progra.a was a.n adait­

ted failure? E-ten though the Govel"Dlllent ~· for eilver 'by issuing aUver 

certif iootee and without increasing the public debt, it will be argued that 

Ute silver purchase pragr11111 has resulted in a great loss to the GovernMnt 

since au ... r wa.a purchased at an average of about 51 cante an ounce and ~ 

be ael.l1ng for as little as 20 cents an ounce i f the Townaend bill paaaea. 

(ll) Should the Viagner Commit tee be asked to stucl;y the aUver proble• 

as a part of it e stucl;y of the entire monetary ayate•• 

• 

... 
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Allied Plane Orden 
Fre~ch, British Reach 
Tentative Decision 
On Additional Buying 

But Extent of Program Depends 
On U. S. Industry's Ability 
To Deliver Equipment 

Results of Survey Awaited 

' , r_ T•• W • ..., lru.,. Jol!u .u. IV&IIrt.bl6t .. •-•" 
WA8tU.NOTON'-Tha J"rtnth and BnUah 

r onmmentl have reathtd a tentaUve dt· 
clelon to prooa.O with .thelt plan. for plt.ell'll 
addiUon .. l larce ordera for. a.l.«:ra.n and tn.JlliM 
wtlb AIMrlean IIW\uf&c-turua, It wu rtJOt'l .. 
bere 141tetday. 

tourc.u cloH to tboiJe IO'ttnamen'- H­
IC'ribtd lM MJOli&Uolu OD tht fiiW COillrMU 
... uu ... a ~ •t~.~•· and MMrtt4 
U..t a doetWoo oa the qV&AUUH U4 'J'PU .. 
~ ta UM coat.e:mpJatec! ~ wUl DOt M 
n.a.cbed lltltU ~ _,...,. DOW undtt'W&.1 
art «Nepkt ... 

Tile aiM e1 tht fttw prorrt.IO W\U be JOY• 
erMd latJel)' by the c.apadt)' or: tht lndu•ti"J' 
for produeuon ot tht requlft'd type• tor nla.­
Uvtt)' quirk dtllvery, it wu at.at~. ln thl• 
••me con.neetlon, IL wu lndJc.t.ted tbat tht actdl• 
tlol\&1 contraetl, whe" a.n.d If placed. problbl)' 
W111 be conttlltrald ctlroc:lly a.mon.a a rtl:.tt.rel)' 
em.&ll cumber Of producen. bUt with pr.'V1alona 
tor a auMtantl.a.l .olume o1 eub-contra.c:Una 
tA otlkr '- make 11M ol alJ the avallabM fa.cJ.ll• 
U.. ot U.. a.Jrcnlt u.lw-tq. 

u .,.,. alto u.d1cate4 that btton aay a6cJ;l. 
UOUl atn:ralt orden are bally d4CJdM .,._. 
darilc:&UOO a1ao wiD bl «JU..b.t oa --" q\loMo u.a u lM a..al-t,J 01. U.. ma.ch1lM tool ~_,. 
to ... t Ut. ~ requi.rt.Uitrlta ot u.. al,.. 
uatL lDd\Ulf7, the a..nabilltJ of ce.rtaln raw 
maur\&h and the pro~km of income laMf 01! 
upltal tllpmdlturu tn Ulll country. 

e.cretary of lht Tteuury Mot(tlltb•u 1\u 
bctft conferrlni' wUh repn!w.ntt.Uvu of lhe 
mad1lne toOl a.nd aJrpl.ana cnJlne tndu•tritl tor 
aeveral .,.._k• In an el'fon. to aettlertte dtUver)' 
ot IN.ehln• tool• requited for eJCpa.Mlon. of pro. 
dueuve ea.padty Ia lhe ea(Uwl pJant.a. Tbe out· 
cocn• of u.oM ~ b.u btM u •. ..,. ... 
mut Ill)' tM madlbse UIOI m.ake:n to at•• pr14f'" 
lty to \be n..s. ot tM aPt auu:racture,.., 
'IRUI .... ~ 1A aubiM tool PN'I» 
u.n ~apa.ctt1 &lao t. coeumpta&.ed. 

0. lU quuUou. t.be 't'reuUrJ' lbt» ,.,. ..... 
~ to t.hl ...s.rw tb.l:t c:calliltlut.IOM ..,. "'"' 
BrtlWI or ~ JO"«'U'~llo f• 0 ,....._ ., 
prod\lrtt•• ta.eWU. ben ~l\lt. t.aaallll lao 
tome to th• domatk tt~uufaduran. 

Tbe Oftly dtreC:t ruliAf oa tb1a q\Jt.Uon up to 
tbe preetftt (ont.t.m<ed a oontr&C't betw••o tb• 
Atl .. Pow<Str co. and Utt Brtllab purch.MII\1 
bOard Wbtttby tM 8rtU.ab loaned AUU fUDcU 
tOt CQN~truellon ot new r-.cUIUee required tor 
t a.tcuUoD ot a BrtU..b ordot.r. Tbt Tr ... ury rultd 
th&.t t.boM pa.J112dll WOI.lld aot be tuab'- a t 
tb Uall• NC«lved bot olllei•JI Mid Ulat It &A}' 
pa..t'\ of \M loaD 8UbllqUULU)' wu. wtitt,ta 011 'J' 

i Allie~.::':..O~~~c~,--
u.. BriUib llM: paJ'WMDU W'9UW ~ tan-.. 

that otat. 

nt. aJ.rp\t.M .... Nla.t.41 ~,... lA u.. 
Uft.lttd. Stat~ 1\avt bka prtP.I'tn.C tw NftM 
Ume lor a coordln&UOft of AllJlO-P'rtnt .. 'bU7ln.C 
'lt .. Jd' .. uptcted to dt"tlop Lnto t.M arc• 
proeuremen.t proc;nm Ia tbe llwh .. tr)''e lliltory 
lR the UAJttd Statu, 

B'rom tM A.mtrtean nt.UIUfAeturer'• vl•w· 
polnt. the problfm tiM bHn bow to bandk the 
11J&nl~ arckra wbkb art t llpteltd, Thl.l lft· 
volvt• a eoord:loa.UoD ot all muucacturllt.l fadll-­
u... to iuure •• d.tJ' !low or .vppUtt of all 
k~ Into tDt bbbtd proctl.tt.t, u • ·en .. avoid· 
u.ce or Wl<hN UJ~U.~IOa. or ~at~t tactuu .. Wllldl. 
-.aid CltY'tlop lat.o a w iUk tl4pti&At tor t.h 
lndu.try iJt tatc:r ,....,., 

U'lldu the p,._,at Mt-u:,. w\U. 0. llldi'ridual 
alrttall au.uta.ct:ww-1 OSWNt!l\r ta aa llaoto­
erdiu.ted pl&a. ddinriu aa,.,.. lieu niAil1e,J at 
about PD.OOO.OOO pr.r aonth, t.lldt.ld&DJ UN: 
pt.n• tbuuel¥tt , eafl.6t, pto,.Uen, tq\llp. 
m~at. apart p&rta, t k . Tb\1 lt btln1 attppod 
up rapidly and a 1&0.000.000 mot~tllly dtlh'tr)' 
rata i• expec-ted t o bavt bMn altatnfld by the 
tnd of Lbe yur. 

Gr•t~r M ort for Prol"r&nl 
Tbe prova.m whJch &z!JlUd and J'r&nce tll~ 

vLu.r•. Mwcv~r. call• tor a tar rruur etl'ort_, 
Provldtd \b4; Ame.rlcu Manufa.ctllrttl call t~IJ 
All lhe dtmaM, It bu bettn utlm.t.t_. lba~ lbt 
An&.._Fr~ otdtn ca.a nact. '000 to l..eoq 
boMbtra piUI lilJ"l'&l"d.t Of 1.600 put'IIUIC Alpa of 
..._,.. Cllttdp. Total COlt et liMM to(~ 
wtth hall tqv.\pCMat weul4 ... la .. ,.. of 
11,000.000.000. 

Tbbe ar• .all In addiUO. to UM orden &1ru 
1~ bere by 1M AUJ-. O.ltvtd"' It 1a be­
ll.e,·ed. would be ealled tor ~ ~ IaUer put 
1ttl and •'Otlld meu m.oathly dtllvutu ot 
about $85,000.000. 

The potential ol tbe Amtrleu tnlU'IUfaeturtu 
h .. be-en under c.IO&e l h ld3 by tht purchutn 
and repruenl*tlvu of the m.aken for the pa.tl 
aeverAI wHka. A detaUtd 1tudy or U!e lltuatl<l!'l 
line wu taken to LoDMR .ome WHk• aro a.ad 
Secret.ar)' ot the Trtr.wry MM"Itllth.l \t bu been 
t-n.rqtd lD. a c.ompreheDJilve ....,...., to a'f'Oid 
Mt tLe MC:b lD. tae todw:lrJ .... ,.. 
....,....., o.c ., ........ 

'1'1w,. aow b bdq *"toptct a prcc:raa t­
tiN farmlq out ot lUI-._ part.k:W.arly t.a 1M 
ttl&~ madl1ae '-' .... t-q\M .... .., .... '" 
UDCkf' lhia ~ ~ wwld bto ~t out 
to au~t:te.eton tor part&, tbenby tted.q" 
••)a" plaou fOf' a641Uon.AI work. 

Tbe tool m.&Jct.ra bave pttHnlfll 01)0 of IJie 
,."atut problf:ru. It takea roua'hly tbf'M 
month• to train Ud\Uon .. l men tor lht manu· 
f~ture of predAion maeblt~,e loola. and an)"W'bt:re 
up to e.l&:bt montb• would bt 1\tcell&l')' bd~ 
dt11verl~• of ntw tqulpmeD\ could be be~ To 
Jll around tMI dia\cul\)', fadiJ\Itl of O~ber Ill• 
dt.t~triH aJ.ttady dolnr J)fftl.tdon toOl work 
wwld be ralJtd vpoa. tndUCilnr eu·t.oa.otiJ• Unu 
uc1 ot.bu ... w worldn.J pl&t\A 

Wuch OW ..-. d.UikWl7 weuW M ta.~~:ifd tt1 
t ... a trtn.tt •a:IM &alltn llut ~ t'OOC'dlaaUoo 
&.Dd .~ ot P*'ta ....,.,...._, polllit.le. 
Olbtr aotor m&brw C!MIW M d:ra.,. lato 1lM .......... 
~ muutall:-t~ Of tJtpW.. ~lv• hU 

newr tfelt ttaelf to M.U. p,.:lutll«< malboda. u 
1ft autoanobllu, for r-..oN lnbt.rt:l'l\ I• t.be In· 
dwtr)' tueu. Oon.sJd~rable Jlf'OJI'tM t'A'o&rd 
farmtnr out of rerU.ha paf'la o f \111 work, II poll· 
lllhl• tn tbla dlrertloo, 
Pari• Prodlldod OUt•lde Pla."t• 

Parta 1UCh ., wl.ll .. r'\llldera, alltron .. tie• 
nton , ana lllld. .UIIilUun , for e.uftlp.S., t an k 
d .. IP4:IS and proclUcifd ln outeltk ptuu. M a 
111atte.r ot tact. Ol'la et tM &arltr platle auu· 
tatUaftre bu beta atrot.latltll wiUt. Oood,....r 
'ftre A 1\ubbt-f' CO.-. tv.....,.. Oeod1Ut Air>­
~ CorP- for tbc ,.,,,.llltoetur• .t a ...-utr 
ot taeW aDd &MtaJ...,.Iallfte aJrpl.aae t&1l IW'­

t-. 

./ 
'U.LL S?Ri:l:'l' JOtm!;AL 

f£8 2 3 1940 
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!
!Aviation Awards . 

OTTAWA OI I IOMt.lll tn ord<tt1 Jh'tft In 
Wttk mdtd Ytlloi'Va,l}' 11 ~ Uta 'A'a.r SIIHI'J' 
Board. a-:.r.uu ,... to aria.tioa eomJIIL&ln.t 

'l'1llil il to. &J!proalal.td)' 501 alrcntt """' 
aa;ppUa; tOI" \lM I• c.MCt ... WUil lbe- Bri!Wl 
eMUQOIIWMilh alr l,..._l p&aa. Moet ol lM 
p~utt;a .,. u.a.rr•r4 a4vUold ~r. ...., Dt 
HavUl&Ad n au M~•· 

OTdU'I O\'CJ' UO,OOO .,,,. u foUo..·• : Noo,-. 
dUY'ft A '\'LaUOD, Ud~ Wofttrtal., U ,001.171; 0. 
HavUtand AJJ'tt&l\ ot Caned&, 1A4., Tof'OiltO. 
12.0~7.445: Itvll\ Air Chute, Ltd,. Ottawa. II,· 
108,006: F1Ht Alrtratt. Ud .. Fort Erit'. $1,03 •• •~ 
87S: Oomlnkl-n TutiJt Co.. Ltd.. W'O«<trtal, 
$.505.18'0'; Can.l.dlaA Cotton, Ltd., llontrul, 

·SW.&87; Mo!'lttt .. l COttona, l..t4.., SII.:IOO; Eaalt 
ShOe Co .. LW., MOIIltt&l. I UUOO; S. S. Holden. 
l ·W.. Ottawa. ~.01~: )lftalll¢ Rool!l:q Co. Of 
Cua~. Ud,, ,-.roonco. uoo.r.t: FIAIIlOM 1"ln 
• Rubbt:r Qoocb 0... Haalltoft. Oat.a.rio.. 142..»0; 
Nort.bof,n~ ESKttk eo.. Ud.. WoauuJ. u».m: 
CaMilhall T•l•,._. A luppllu. U4.., To~ 
$:110,11~; Ac:adia ~ 0... H&W'u. 
IQ).OCIO: BrU.Wa War Olkt. 1307.000: tiM 
United SU.tee ~ tllflaeen, Inc.. Clew­
l&Ad, IJZS.173. 
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GROUP II&B'l'IRG .. ~a, lHO. 
1110 •••• 

Pre .. ntz 111>. oaatoa 
Jlr. ONYea 
llr. Baaa 
Ill". ~•em 
Jlr. Sulll .... 
Jlr. Cottcm 
Jfr. Sobwara 
Jlr.Bell 
Jfr. CoobND 
Jlr. 'lhite 
Kr. Poler 
lira Xlota 

• 

B. li. J ra Anfbo47 -.ho h 1Dtereate4 O&D get oopi .. hoa 
soh-ra or the letter troa .,.elr to Borris 
on Auoo1ate4 oaa a: Bleotrio. I don't tb1Dk 
ear paper baa it 1D tul.l, du to the lateneaa 
or tbe hour laat Dil#lt. 

Sull1vanz 'lhe 1'1alea prettr well OOYered it. 

B,lf.Jr z Haft theJt 

Schwarzz Bu.t • ban oopiu or it. • 
B,lf,Jra A:lq oo-.ata aa or th1a 11101'D1Dcf 

Scb• rz a 

Sull1V&DI 

H.!I . Jrz 

SulllV&Dt 

B, lf.Jra 

Sullivan a 

Juat 1Dtereat, no ai.U ooc.--nta. 

'l'be react1- I got rr- re&dtac the atorr ••• 
tba t tbe Seouri t1ea aD4 BxohaD&e ao-iaaion 
l».Ye chanced their .Soda aD4 dl4D1 t want to aar 
ao and 70U and the Attorne7 OeneNl were ia­
vlt1nc the Co~ to alk thea as&1D• 

Yea. 

':bat ia the reaction I sot. . 
'!he aeocm4 pi!H, 4etlD1teJ.7, .a4 alat' :.b1a 
atun aboa 'ldlebr I Jaww or 414n't '--• 
J?oa'tl J01l tb1Dk W pltobM lt OD a aood planet 

I taW* 1t •• ... n. 'bllt I MaD tbe reaetlOD 
I pt rndSDI it .. tbat tba ~ b84 oll&np4 
the1r etnde IID4 eo the7 wblapered an4 Uala 
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SulliVan I 

II ,M,Jr: 
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a.rtiole was to 1nep1re another request by the 
Court for them to accept. 

We want that clever . 

Tbat is the way i t read to me . 

O. K. 

I don ' t think the ordinary fellow reading that 
is going to believe anything else. They cer­
t ainly don ' t know of the di fference of opinion 
that has been shared by the Treasury and the SEC. 

But i t certainly beipe like bell to have the 
Treasury and Justice together on th111 . 

Yes, I think it does, too. 

Anybody else read it and get a reactiont 

I have here a clipping. As usual, Townsend 
gives this stuff out before I get it. He is 
goi ng to ask me to go up on the Hill and Bell 
and White and I are seeing Mr. Bull at 101 30 
and who has - Barry has that legislation on 
silver. 

"1l1te: 'Rho hast 

189 

l! .M.Jr: I asked for a summary of the legislation, but 
Foley i sn ' t here. Be must have run out of gasoline 
this morning. I am going ~o buy you all electric 
vehicles, 

Sullivan : Let ' s get that in writing. 

B. l! ,Jr: I Will buy them if you can find one . 

Sullivan: 'lbere is one right up on Mauaohusetts Avenue. 

B. Y. .Jr: I mean a 1~40 model. 

Sullivanz Ob, we aigbt get it reconditioned. 

Schwarz z Bernstein, I believe, is working up that - -
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eoobrant 

11b1t et 

B. li . J r: 

11b1te : 

B.li.Jr: 

Whi t er 

B,II,J r t 

11b1te: 

Klot u 

11b1te 1 

B,JI, J rt 

11b1te 1 

B. M, Jrt 

Whiter 

B,JI ,Jr: 

H.li.Jra 

llh1tea 

- a -

He h working on eilftr now, 

Are 7ou going to see Jll', lllall at 10al50t 

Yea, 

I W011ld 11Jte to see 70U about t en llimltea be• 
t ore and let ae prepare a one-page atat-nt 
or the rea aons Wh7 --

Reaaons wh7f 

llhf 70U lhould take whatever poa1t1on JOU are 
go ng to take. 

Wbat dld 70U •a7, B&rr7f 

• 

I add tab the posltlon )'OU are golng to take, 

Be b go ing to prepare BOJDIItbSng, 

I am aolng to prepare a one-page atat-mt tor 
the reason• -- · 

I will t ell )'OU .:t pod t1on and I don't thlllk 
" lt will take )'OU ten mlnut es to wrlte the 1118110-

randua, 

It alsbt take - a little loDger than that, 
po .. lbl7, to .,41!7 lt. I don't Jo»w. It h 
onl7 going to take )'OU one alnute to tell -
and -111e lt 1an't mat I thouaht lt waa golng 
to be. 

Go on, lr. S.rt7, wbat did 7ou thlu lt was 
golng t o be. 

I thousbt the poa1t1oD )'OU were solDa to t ake 
would be ~ Adw1n1strat1ao poaltlon. -t 1a thatt 

'1'o oppoae the repeal. or tbe puabase of torelp 
allver at this t~. 

Wel.l, )'OU are wrong. 

oa.n I uecl 80N tbaD ten alll1atef• !'beD I thll* 
I •ul4 Ub tao talk S.t over wltb J011 betONo 

• 

!90 

• 
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B, II, Jrl 

'ihi te : 

E.Y.Jr: 

White : 

Bell: 

B.N,Jr: 

Vlhite s 

B. ll. Jr: 

Ylhi te : 

H . ~ . Jr: 

Vob1to : 

- " -
I thought rou would. 

How can we , if we are going over at 10:~0! I 
will get a abance to aee rou before lO:~t 

l!aybe right after th1a meeting. 

O, K. 

You don 1 t need anything, do yout 

tlo. 

Harry, thia i a my position, see. My position 
ia that we have been operating under a mandate 
or Congreaa and I believe that in the paat 
the purchase or foreign ailnr has been help­
ful., part1oularl7 it they preee me, 1n the 
case of China, Spain and 1n North and South 
America. Now, it Congreu wants to change this 
mandate, I can't see any great harm will be 
done . 

'!bat any great harm will be done! 

Yea, And I don ' t know of an1 economic reason 
why we should continue it, 

Up to the last sentence, I think it 1a quite 
all rigllt to e tate. I think the7 will push 
you to - however, they may not be satisfied 
with that and they ma7 ask you that the7 feel 
that they have a right to expect you to give 
them advice ae to the wisdom or the change, in 
which case it will be neceaeary for you to 
either recomcend it or disapprove it, whi ch JOU 
did 1n your laat statement, the last sent ence, 
I mean, and t he last eentence I would like to 
aee changed or modified, because I agree that 
no great h&l'lll would be done but I do think 
there are eoonomic advantages that now from 
the purchase or ailver, of a small order. 

Damn amall. 

But at laaat they are not on the negative aide. 

• 
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T.hite : 

H. ~ . Jr : 

thi te : 

H. A! ,Jr: 

\',bite : 

F. l' . J r: 

f.'h i te : 

H.l , Jr: 

White: 

Cotton: 
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How are you going to answer this argument of 
the Federal Reserve on the excess reserves 
that the additional silver just means excess 
reserves? 

With excess reserves over five billion, addi­
t i onal purchases or 50 to 60 million dollars 
a year is so trining that anybody who men­
tions it must have his tongue i n his cheek, 

Will that go over with the Federal Reserve , from 
Mr. Eccles dolm through? The whole Federal 
~eserve System i s opposed to this . 

I think they are a ll very stupi d about it on 
those grounds . Th.ey may have other grounds , 
but on the race of i t, any assumption that an 
incr ease in excess reserves by anything l i ke 
50 or 70 million dollars at this time - -

Have you read thei r statement? 

I read the Counsel's brief s t atement. 

And Ill•. Eccles' r epeated s t a t ement on silver? 

I am f amiliar •t1 th it and I still think it is 
stupid . 

Let's put it t h e other way .' It is a free 
fight . Anybody can get in on this. . 
It does increase our exports somewhat. It doe~ 
increase employment somewhat. Those are t wo 
eains on the positive side. ~~ere is no e conomic 
loss involved and the only objection which can 
be legit1.mately raised is the fact that it in­
oreases excess reserves and that statement 
taken by itself seems to be meaningful until 
you examine the quantities i nvolved and when 
you examine the quantities involved, the state­
ment is beneath the dignity of anybody who 
knows anything about the subject, I t hink . 

Wouldn ' t it be better to spend t he same amount 
of money here, Harry? 

• 

Regraded Uclassified



White: 

Cotton: 

'ftb1t e: 

Cotton: 

l!ell: 

Whi t e: 

ll . "!.Jr: 

Y.h 1t e z 

H,Jl,Jrz 

White a 
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That 1e an old argurent , but tbe f'aot 1a J'OU 

wouldn't tpend it here, That 1a not the al• 
temative, 

Qlina haen't got ~ ellver lett, haa itt 

193 

You are not bei~ asked mather J'OU aboul4 
apend tbe 1D0ne7 here or abroad. You are merel7 
being aeked whether J'OU should continue to bu7 
f'oreign allvar. The 1111re tact that 1t J'OU die­
continue the purchase of' foreign a1lver doean 1 t 
mean that you are going to add 70 million dollara 
to the budget to be re.iaed out of' a1lver certi• 
ficat'ea . No, I think that on econ0111ic grounda , 
again within amall limits, and I think 70ur tlrat 
statement ia quite right, there would be no great 
loaa, becauae i t ia a matter of' secondary im­
portance, but auch lmportance aa it does haY& 
llea on the poai ti ve ecollOI!Ii c aide and not on 
the negative aide. 

It this tbi~ ia open. - I had lunch w1 tb DuggM 
the other day and he aaid that he had a talk 
with you (Bell) on thia a.nd he had had a hard 
time with )lr, Hull. 

I thought the purchaaea were about 150 million 
dollars a year, 

It coat laat year, I think, 70 million dollars 
f'or foreign silver. I think that ia what it 
-~~ in 1~39. 

Let me aak, thla d1acuaa1on 1a going to hel p 
me do my home work. How m&n'J ounces of' ailver 
were mined 1n the world in l9Z9 and what part 
ot it -~~ 1n the United Stateat 

Well, I can give J'OU 0Dl7 rougll t1gurea. About 
250 million oancaa, and I will have to check on 
that becauaa I haven' t aeen the 1~39 t1gurea. 

Well, 260t 

Around that, and I gueaa about 65 million ouncea 
were in the U. S • 

• 
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White: 
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Bow much did we buy last year in silver? 

One hundred fifty-nine. 

No , I think we bought a little more t han 
one hundred fifty , 

One hundred fifty- nine, 

Out of a possi ble one hundred eighty- five? 

Yes , 

You will have to brush up , yourself, on that, 

Yes, I will. I dldn 1 t know this was coming 
up. 

And also I want to be brushed up on Ylhat pro­
porti on of the total newly mined - ho" much 
is the newly mined gold and how much d i d we 
buy last year, and so forth , and they will 
put me through the llhole ring if I have got 
to go on the Hill on t h is stuff. 

Well , there will be plenty of time. 

194 

Harry , just to sw1 tch a minute froc this really 
very pressing, econ.om1c argument for the con­
tinuance of the silver purchases 

Well , no one has found a hole in it yet since 
I have been in l.ashington. 

Anyway, I 'Ifill introduce you to a few people 
who --

I think I have met most of them. 

'lhe reason I say this very profound argument 
on this higll plane - and now y;e will go down 
in the depths and become politi cal, see. 

That is right. 

Everybody is telling me for political reasons 
I IIIUIIt argue against the bill and this 1s why, 
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Whiter 

B,lt ,Jr r 

flhi tea 

B. M.Jr: 

White r 

B. II,Jr: 

White: 

Cott oru 

B.II, Jrr 

Cot tm1 

White I 
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in rq hUIIIble opinion; I think tbat 1a ch1ldhh 
and stupid, and that ia thia reaaon1 I am con­
vinced that Mr. Townsend haa plenty of vot .. 
to put hie bill through. If we go up t here, 
tblll Adlll1.n1atration, and make a tight and get 
licked, then it 1e a great victol'J. If I Just 
go up and take the same att1 tude I did before 
and be negative and the thing alipe through, 
it 1e an llllpty ViCtol')'o 

I 11111 afraid I don't feel that way about it, I . 
think politically it would be moat unw1ae not 
to att .. pt t o . defeat it. 1low, whether- if you 
are not going to be aucc .. atul., then that 1e a 
different a toey. 

Atteapt to matt 

Not to oppose the repeal. 

Jly proposal is to just take a negative position. 

I would rather put it not tO take a strong pod• 
t~. . 

Jus t a negative, because I peracmally dcm' t N­
Ueva in the extena1cm. 

Again I think your reaaona for it poaa1bly are 
wrong, but you are entitled to your opinion. 

Ian't it true tbat the State Departaent ie going 
to take tlfe poa1tion they eee no reason for for­
eign pol10J t or the ocmt1nuanoe of thiat 

'Diat 1a 'llb7 n are going to aee llr. HuH. 

LarrJ ~yen told .. he had a bard tt.. with 
liP. Hull attar talk1ng to you ( Bell) , and that 
Hull wanted to go out and ear tbe State DepU"t­
•nt aaw no reaaon tor the oont1n11&11oe ot the 
puroh&ae ot a1lnr and what the TreaaUJ')' I»part­
-nt had to ••1 -• a dirterent thing trc. a 
puralJ ~~onetal')' angle. 

I think the reaaon - 'lownaend nnte 1 t to be 
repealed. U the purobaaa ot torelp a11Yer 
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H. tt . Jr: 
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were repealed now, I don ' t know where silver 
Y~ould f!iP to, but it wo ul d probably go down 
at l east in the early part, very substantially, 
and one important portion of the silver program 
by t he Administrati on - I am speaking from a 
purely poli t ioal point of view now - will have 
been begun , initiated and compl eted and v:ould 
have been a very paLent f l op, They Y:ould have 
started to purchase silver and they would have 
ended t he purchase of ail ver, They Y~ould have 
made an important mistake and r ecognized the 
mistake mich they didn 1 t know t hroU{;b seven 
years but only did i t because t he Republicans 
raruned i t down their throats and instead of 
hel ping t he silver market they have driven the 
price of silver down - it may even go down as 
low as 20 or 25 cents , as a first i mpact , be­
cause a fter all, you are buying most of the 
fore i gn silver and i f you announce to the worl d 
you are going to stop buying that silver , I 
don 1 t know where the price of silver woul d go, 
and the Mexican peso has decl ined sharply. It 
vtill decline much ~re . It will l ook like a 
failure on the part of t he Administration mone­
tary policy of the first magnitude , They will 
dress it up. They need material , That is why 
they r.ant it repealed. 

But Harry, 1 won ' t argue with you on their 
statement. Let ' s just ta.ke it at i t s face, 
for the mo~ent . Let ' s say everything you s a y 
is so, and I go up and put t he same f ight in 
oo th i s thing t ho t I di d to ge t t hrough my 
stabilization last year and I get licked, 

I don ' t recommend that . I t hink you are quite 
right . 

One of the reasons I know I am going to get 
licked, the fellow that hel ped me the most, 
and he has never lied to me , is Senator McNary 
and LlcNary was one of the five silver Senators . 
You remember. I saw McNa ry, I went to hill 
pla ce for dinner about ten days ago and McNary 
told me he -~~ going to put this thing througll. 
He said, •I have changed. I am no longer i .n­
terested and we are goi ng to put the thing 
through. • Now, be has never lied to me and 
don 't forget he is one of the five . 
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White 1 Let me ea7 th1a, in reaponee to that, beoaue 
JOU are raillng an 1Jiportant point. A, I det1-
n1tely do not teel t:t..t JOU ahould alee a etl'CQ6 
etand. 

B, li!, Jr: o. Jr. 

White: That 11 Vll'J different, howe'fer, than ea71Dg 
that the -tter 11 ot no great lou, but euch 
aa it 1a, there 1a a net eoonoad.o pin that 
acoru11 to the United Stat11 b7 the repeal. 
They will be increasing unemploJ11141nt here and 
reducins our trade. Now, with reepect to ita 
being lou or pin, I think the -tter will be-
come a prett7 clear cut 11sue, not between 
!lew Dealera and the otbera, nothing ot that 
sort, but between the n-,orata and the Repub-
licans and there 1a that pou1b1l1ty. I at111 
tb1Dk ,ou oughtn't to oppose it. 

H, M,Jr: You have got to have the old Garner-Pat Barriaon 
f9'0Up, aee, 

Whit e : Are they eager to have the Democratic A~ie-
tration l ook sill7 on ite sillier polia,.T 
Thia i sn 't the New Deal. 

H. li . Jr: '!he Ge.mer-Pat H.arrilon group will vote with 
Towneend. 

White: I sa7, even aaauming that ia ao, I still think 
it ia your tunct1on, it ,.ou oppose the bill, 
if you aa7, include that laat sentence, which, 
it I remember correotl7, waa to the etteot t:t.. t 
it waa an economic lose, then I think that JOU 

are aubjeot to the ~r£ that, "Wbi didn't J'OU 
make tm. t clear, wb7 1 t JOU tel ua tb& t 
betol'l, 'llb7 d14 you c~ before u e laat ,.aar -
before ~ Silver 01 'ttee - and take tu poll• 
t1on that J'OU .ould n ot oo-ent on thla, t:t..t 
that waa a wnA•te ot CongNII and u lc:ag aa 
lt ,.. a •ndate ,.ou weN golng to continue!• 
After all, there 11 a certain reaponalbU1t7 
wbiah the a.oretarJ ot the 'treaiUl'f haa 1111& • 
1a not merelJ in ~t ConareelloDAl 
Aota, but lt 11 1n a4v11 Conareu, when 
allke4, ae to the Yladoa ot thoae po11olee and 
I th!Dk JOU OODelltentlJ _.t tllce tbl poalt10D 
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H. l!. Jr: 
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Cot t on : 

H. !f. . Jr: 
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and you l egitimately can, and I woul d again 
like to utt er my objection to those who say 
i t is an economic loss and say, "Show me where 
it i s an economic loss." It i sn't an opinion 
whi ch I alone hold . tlen in ny s taff and al l 
econominta that I think h i c,P.ly of i n t he mone­
tary f ield wil l agree with oe . 

That i t is or is not? 

It is not an economi c loss . It is a matter 
of oecondary importance. Ther e are small 
amounts involved. It was initiated for rather 
silly reasons and supported for s illier reasons , 
ru t that doesn't mske the criticism which 1a 
beinc directed a gainst it valid. 

T".na t i s two "sillies . " You surprise me. 

The support and 1ni tia tion. 

Yes . I always thought so , that i s ... hy I don't 
want to defend the damn thing . That is jus t 
the reason I don 1 t v1ant to be more silly than 
I have to be . 

That doesn • t mean ther e may be sone good reasons 
for ita continuation. They simply paid attention 
to a bsu rd r easons. It ia very simple to show 
that the chi ef defense for the Silver Purchase 
Act , as i t has been made by Congress , is invalid, 
because the people who defended it knew only a 
little less than the people who criti cized it. 

: sa 

I •rill gi ve you a chance t o speak , lierbert. 
to get t hi s Larry Duggan- Hul l thing straight 
my mind. I don • t quite get the significance 
that . 

I "ant 
in 
of 

Well, I had lunch with him the othe:o day and I 
asked him - i t was 1n the newape.pera about What 
haopened in the Committee and he said that he 
taiked to you, Danny, and he said --

To whot 
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Talked to u. 

He aaid that be bad bad a bal'd tiM gettiJ16 
Mr. Hull to t.-per hie atat-t to the newa­
papera, tbat Hull bad wanted to OOIH out and 
aay so tar aa the State De~nt 1• conce~4, 
eo tar u he, Bull, waa oona.med, he aaw no 
reason 1n the tore1gn poll07 tor the c011t1n-.nce 
ot the purchaae ot tore1s:n a1lver. It the 
TreaaurJ aaw acme other c11tterent moneta17 reaaona 
or acmeth1ng, that -• the1r 'bla1neaa. 1bat 1a 
the k1nd ot statement Hull wanted to put out and 
Larry got h1111 to t11111per 1t dowr .. 

D1d he put out a • ta teMn tT 

He wanted to ~e that atat11111ent and before be 
made 1t be called 1n Su.mer Welles and Welles 
bad told b.1lll ot hla converaat10D with 1118 and ., 
converaat1on w1th the Prea1dent and then he told 
Larry Duggan to call 1118 and aa:y tbat he wanted 
to put out thia statement and I ea1d that I 
d1dn 1 t think be should do 1t and tor h1lll to talk 
to you. Well, Lar17 said, "I will tell b1lll that, • 
and called baclc 

Until be talked to :yout 

To you. 
that out 
ment had 
to do. 

I told b1.JII I d1dn 1 t ttl1nk be ebould pot 
unt11 the TrMIIUl'J and the State Depart­
got together, what each ot tbem w.nted 

199 

I wa11 contu~~e4, reading your memorandua. You 
were talking about Hull and I d1dn 1 t know wben 
lQU were referring to me wben :you 11a1d, .•s.oretar)'. • 

Ob, I tbo~t I -• te]Jdng about Welle11. 
talk to Bull, I talked to Wellea. 

You kept referring to the SeoretarJ and I dldn't 
kDolr wbatber 70" .z:nt Ball or •· ~t 18 'tllb:y 
I wanted to pt ~- t!Wlg atralaht• 

About ten a1nutea ·aner I talked to IArr7 Al&f511"• 
he went 1n m4 talked to the Seoretu7 and _.. 
back and told - and be aaS4 the aeorew.rr 1a 
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going to aa:y that while this 18 a subject that 
18 prinrily ~mder the Treasury, they don • t 
want to say anything at this t i me until tbe:y 
ccns1der the matter and talk to the Treasurr. 

200 

Th.en I saw Barkley two or three nights ago and 
he said, "For heaven's sake, make up your mind." 
He said, "I have held it forth and didn't get 
the 1nforma t1on when I asked for it , • and so forth 
and 80 on, and he takes the position this is a 
good thing and we should continue it, 

Vlell, Barkley - I called him on the phone and be 
got out by s aying he had asked for the informa­
tion three weeks ago and before I got t hrough 
i t was three days ago and Larry Barnard said 
it was the day before and Larry was on his way 
then with the information. 

There, Mr. Secretary, I think the ideal solution 
wou l d be 1n the long run - and that is why I 
would like to see you ·shape your policy accord­
ingly - is that if, &8 we hope, business improves 
by--

Vimt? 

.... busines s improves and if, as some of us hope , 
the Democrats c01:1e back, then I think 1t would 
be an appropriate time if the two would come to­
gether - well , I was thinkinB of some of the citi­
zens of the United States. 

Majori t ies? 

'lhen I think that would be a very appropriate 
time for you to take the position that the 
Silver Purchase Act, both foreign and domestic, 
should be repealed on monetary grounds, because 
then I think you will be able to support your­
selr with every econcmic ground and you will 
not be vulnerable, as I think you &re now. 

lfait a minute , H&rry. What I am going to say 
is 50 percent faceti ous and 60 percent serious. 
You say that - I take it there 11 going to be 
a campaign thia tall between the Republicans 
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and Daaocrats &114 J'OU want me to continue ad­
vocating the Silver Purchase Act until after 
election. 

No, J'OU are distorting what I have said. 

And then by that time business will have picked 
up and 1t 1e all rigb t. 

You are distorting what I said. Shall I repeat 
what I eaidT I think you misunderstood. 

Go ahead, Harey. 
. 

I think that the economic gro\Ulds for the defense 
of the silver policy will cease when buainess 
becomes much better and \Ulemployment is reduced. 

flbat I want to ge t is, h that coincidental with 
the reelection of the Democratic parcyT 

'!bat will remove the economic grounds and will 
llllke it possible tor you m purely economic 
grounds to --

'ilbat you mean ia, it will remove the political 
grOUDds then and we are all right on the economic 
grounds. 

No, I was coming to the political, too, md then 
as I sa7, I take it that we want the Democrats 
to come back, because we expect busineea to be 
better if they do, rather than worse, eo that I 
take it it is a reasonable assumption next 7ear 
business will both be better and the political 
reasons tor opposing it will be gone , booauee 
it will not be before election - ,ou will not 
be putting that tremendous weapon in the hand• 
ot the Republican•• ~e7 will make a great deal 
more of it than it deserve• and ,ou will be m 
eo\Uld ecoocmic grollDda and it I •Y say eo, I 
don ' t tb.1Dk 1011 are oo aound eoonc.ic ground• 
for opposing that purchase now. 

Ian ' t the to reign purchase of silver juat an 
eas7 wa7 ot ~p.,.SSng mone7T You aa7 it 111 no 
eoonoaic 101111 to 1aaue a allver oertifioata 
and not get an a .. et. U 1011 oould apeud .one7 
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1n this oountry on relief or 110111eth1ng, it would 
be better. 

Are you speaking as an economist or a la1r7er or 
aa a la;yman T 

As a la;yman. 

As a layman, those would not be issues. The 
issue is not Whether you shall spend more money 
at home or abroad. That is always an argument 
which you can use against any type of expendi ture , 
that there 111 a better way of doing things, but 
it so happens that merely by not doing i t the 
bad way doesn't mean you do do it the better way. 
If that was the iaaue, I would agree with you, 
that if you would take - I don't know if I would 
agree or not, but I bold that ia wholly irrelevant, 
That ia not the iaaue . 

Why don ' t we take the position, 
we do with ~~d, that silver is 
where you f itT 

14r. Secretary , as 
silver no matter 

For God 's sake , don't do that, I've explored 
this thing, Whether this a1lvetl thing 1a a 
stalking horse to go off gold, and I am conv1no~ 
it 1m ' t , and it I took that, then I would be -
then I would really be worried. I have been 
trying to t1nd out if Townsend 1a going to have 
to --

My point i s to refer i t back to Congress, because 
they still have in their books the monetizat i on 
of silver. 

The difference is this , Chick. I can go to town 
on this gold business for 35 dollars and againat 
the demonetization and all that atutf, and I 
believe it, you aee, I am thoroughly coovinc~ 
tba t what we are doing, until somebody can tell 
me something els e - and the Al4riclles and the 
Burgeaaea and all the rest of them have yet to 
produce any plan - well, I mean it 18 nothin& 
and nobody baa been able to produce a plan which 
is etfeotive, other than What we are doing, but 
on thia dlver thing, if I bad that deep feeling, 
I wouldn't beaitate • 
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'1\len lot's either recommend demonetization or 
the whole thing, domeet1c and foro1gn . 

Give Gaston a chance . 

I wanted to say t h at I think, ae liarry th1nks , 
thoro is a real danger 1n taking an 1nd1fforont 
attitude i n saying it dooan ' t make an:; differ­
ence, tha t you have no pos1 tion, because while 
you have sa1d a ll along that th1s is a mandate 
of Congress and you are carryin g it out, yet 
we have gone to Congres s and asked for ita 
removal more than once. 

Ie t hat oorrect'l 

Yes , we have, We have asked for i t. 

Wait a minute . Am I not buying, under t he 134 
law, foreign silverY 

You a re buying i t under the Silver Purchase Act 
and the other one under the 1 33 . 

These po~~rs were renewed 1n the renewal of the 
monetary powers at the last ses sion. 

Uot for the foreign s ilvorf 

No. 

You are wrong, Herbert. 

'ale reason I think possibly for the slight 
misunderstanding is that the chango was made 
1n the l ast Act , but I don't t hink the Secr etary 
ever asked for a - couldn ' t ask f or a renewal 
of tho Silver Purchase, because i t never cea sed 
but what be - but I th1.nk you are on aound 
ground, definitely, 1n stating t h at be did not 
oppose it. 

'nlere is another point and that ia the - he did 
not oppose it, and another thing 1s the execu­
tion of it. You are empowered to buy silver 
a t such ti•a and such prices as you deem to 
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be in the public interest and you have deemed 
it continuously since the Silver Purchase Act 
to be 1n the public interest to bu7 praotic&ll7 
the whole world output of silver at var,-1ng 
prices. You have consistently followed that 
pol1oy. 17e are buying now juat about the world 
output of s i lver and it seemed to me 1f you 
aay that there 1a no good reason for continuing 
that policy, then you are saying there is no 
good ree.son for doing 111hat you have done under 
the discretionar,- powers given to 7ou in the 
last four years. 

I would go further than that , I woul d say he 
baa violated the privilege . He has known him­
self that it is bad economicall7 and therefore 
against the public interest . The law baa de­
manded that be buy under those conditione which 
"''ere 1n the public interest , and he is admitting 
that he bas violated it. I don't see how 70u 
can do it, Mr. Secretar,-. You can' t . 

V~y can't we aay , Ur. Secretary, that these are 
very troubled times and ask that the whole 
silver question be taken up by the Wagner Can­
mittee 1n ocnnection with this monetary etudy 
and action at this time be deferred until e. 
ocmprehenaive study haa been made b7 the Bank.ing 
and CUrrency Cc~~mlttee and an opportun1 ty to go 
into all t he ramifications of the problem ·afforded 
and take the thing up comprehensively next year • . 
That 1s right , 1n addition to the statement that 
he made originally, plus the fact that it does 
do some good. I think that additional statement 
would be ver,- excellent, but I think it muat be 
coupled with the position that th1e does have 

economic benefi ts , thougb of no great --

Does i t have monetary benefitat 

Yea. wnat 1a the difference between monetary 
and eoonani ct They are the aame thing. Monete.r,­
reperous aiona are a1gnificant onl7 1n eo far ae 
the7 have eoonooic - is it impertinent to ask 
this question, Mr. Secretary? There are a l ot 
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ot people 1n thb I'OOm who han oppoHCl the 

purchase of silver. Would it be impertinent 

to aek them whJ' On what economic ground a 

do they assume tbat the continued acquis1tion 

of foreisn aUver comtitutee a loaa to the 

American people, an economic loeef I would 

11ke to hoar that question answered. 

What you say would be the same, Harry, if you 

bousht any other commod1t7 of an equivalent 

value. 

Is it a commodity! 

Certainly, what e l se is itt 

I should tb1nk the State Department would want 

to do some dickering with Mexico on thla thing. 

Herbert, may I still comment that my question 

rema1na unanswered, eo tar. I w111 be glad 

to anawer Danny's question, but tor five 7eara 

,..0" c. -

I have eat here and listened to how the purchase 

of ail'V'8r on every hand baa been bad econolll1cal17 

and I have yet to hear a reason why it il bad. 

'lbere are mm,- reaeona why the tbinga whi.ch they 

aa7 1n detenae of silver are bad. The Lord know1 

I would be the laet to want an7body here to 

1dent1.fy themselves with the stuff that Pittman 

1e handing out, or the reat of the silver Senatore , 

but I am putting it on a different level, on a 

much len t.portant laval, but nevertheleaa, on 

economic grounda , I would like to know wb7 the 

purchase o f silver under condit1ona which hava 

prevailed 1n the past five years baa constituted 

an econcaic 1081 to the American people. On 

the contra17, I hold that it baa brought aome 

gaina of a amall order, but gaina, nonetheleaa . 

Well, don't you 1pend a lot of mona,- - it doea 

at1mll.ate eJq>orta 1ome, but not to the extent 

of the money 1pent. Therefore, there would be 

a better wq ot doing it. 

I will have to give ,.ou 1011111 1tuff to read on 

it. I pre•- ttat ,.ou atart with aome knowledge 

ot the eubJeot. 
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llell, it has been helpful, anyway. 

VI ell , I had to make the moat or 'ffi'1 time , 
14r. Secretary, 1f you are going to take the 
position at half past ten, 

What have you been doing? You say you haven ' t 
been making the most of your timet 

I say I have to make the most of t his hal fhour . 
If Mr . Bull is going to take the position that 
i t is of no interest to the State Department , 
no matter what I say on t he Bill, i t is just 
gone . 

I think you are out en a 11mb i f he takes that 
position . 

\~y are you out on a 11mb, Mr . Secr etary? 

Harry , I know what you think and I have listened 
very carefully. 

No , I want to ans•1er that , hlr . Secre.tary . I 
don ' t want any answer to gP that appears to be 
a significant one . I think I have got a com­
petent answer, if I may . 

Go ahead. 

Uo mat ter what the Sta t e Department says , the 
State Department ca.n very legitimately and 
very well say that this is none of our business 
and it still remains that i t is a monetary 
matter and i t is your responsibility to t ake 
a position on monetary and econocic grounds. 

If t hey take that position --

I think 1 t would be a very much worse position 
to surrender and say this has all been bad, 
we will give it up. I think that i s terri bly 
dangerous polit i cally. It isn't 10 bad to go 
up and say con servo. t i vely what you think are 
the advantages of maintai ning this policy. 
There is still room for argument. aut if you 
in tina te the thing ougllt to be thrown over board, 

206 

Regraded Uclassified



H. ll. Jr: 

Sullivan: 

H. lo!.Jrl 

Sullivan : 

l'lh i te : 

Sullivan: 

White : 

Sullivan: 

Gaston a 

H&&lll 

Sullivan: 

White 1 

Sullivans 

White I 

-10-

that ia a OCJnceaa1oD 11bich we can't anawr 
ot a bUs• 1111atake of pol1o7 of tb1a Ad•1n1a­
tration which baa pera1ated tor •ore thaD 
nve yeara. 

Well, let 1 a juat get ott thia a minute. 

Kay I aSk one queationt 

Sure. 

Ia there any good reaeon that ex1ated tor 
thia policy at the ttae it waa adopted and 
baa ex1ated during the yeare which we followed 
it, Harry, which haa now dillappeared! 

'lbe same reaaona ex1et now that ex1ated when 
we started, 

The anawer ia not 

I am not eure. It i a a little difficult to 
anawer. Let me put it th1a wa;r, that the 
pol1c;r did bring a 0111e good. I t ia moat un­
fort~te that ;you have to aocompl1ah good 
reaulta b)' auch cocke;yed policy, but it doee 
bring aome sood reaulta an4 it brings aa 
..n7 now. 

'll:la t doe an • t anawer it. 

Ria anfller ia no, I think. 

The level or bua1neea ia h i gher now. 

Then there ien•t the aame reason now tc'f' OOD­
tinu1ng it that there baa been 1n the laat 
few ;yearaT 

I ahould aa7 eo, with acme modit1cat1ona, a 
little leaa. 

You .. an tbere ia not quite aa JDUch reaaca tor 
0011tlmdng i t aa there baa beet 

Jot quite .. IIQIIh. eertam th1np that ~7 
had boped to ac~llah 11b1ch aDJ oae 1dlo 
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knew the subject could have told them they 
wouldn ' t have accomplished, and which they 
were told they wouldn't a ccomplish, have 
become pa tent now, and ae George eaye, un­
employment ie a little leea, business better, 
and if business improved substantially all 
economic grounds •tould increa se and i t would 
become a bad economic measure. 

Would it be fair to say that the gains that 
have already been made , plus those that may 
be anti ci pated, justify a change i n posi tion 
at t h i s timet 

I don ' t think so . 

I should t hink, Harry , you could work up a 
stat ement to say - you analyze economic goods 
on the basis of the benefit it does the country. 
You could work out a case that sin ce that time 
other more effecti ve instruments have been put 
in which take i ts place. 

No, they don ' t replace i t . 

Let me take the strongest argument for continuing 
this , Barry. I am going to take the other side. 

A.ll right. 

The strongest argument for continuing this thing 
1e this, certainly world trade i e at i ta most 
chaotic stage it baa been since I have been 
here. 

Since the world baa begun. 

Now, to a dd another factor which will unbalance 
it s t ill more at this time is taking just that 
a ddi tional risk and therefore , 1f we should 
suddenly stop the purchase of s ilver and com­
pletely di srupt the whole price struct ure - but 
we are entirel y responsi ble for doing i t a t tbie 
time . I t wou l d simpl y make it more chaotic than 
it is now. 'lba t , for me , ie the best a rgulllllnt . 

This isn ' t the time to do it. 
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That, to me , 1s the beat argumen t . 

If you don' t put it qui to so strong, but it 
is i n that d irection. I woul d a g ree . 

That, to me, i s the only argument , Thi ng s 
are s o terrifically upse t and i f we are 
responsi ble for this coreplete dis tortion , 
canpl ete d emonetization of s ilver a l l over 
t he vtorld by driving the price up - we have 
driven people into paper mon ey and everything 
e lse and t hen suddenly f or no r eason r:hat­
soever r.e suddenly w1 thdraw this support, 
it is ju.s t adding to the terrific disturbance 
vthich is already there . 

And you have a very strong def ense 1n the 
posi tion you h ave to.Y.en in the past, by saying 
that one of the things which has b e en essential 
has been to stabili ze the fore i gn pri ce of 
s ilver and that you have done in line v:i th 
what you have jus t said and i f you couple that 
with Ed ' s suggestion tho.t the thing can be 
wel l gone over at the Committee, I think tha t 
you have got a very excellent conservative 
and sound position and you don 1 t have to make 
much fuss about it . 

Well , let's see . I feel so 1 liev1 Dealish ' this 
corning after my Associated Gas & Electric 
le t ter that I feel I coul d f ace anything . Just 
take f ive minute s to get the d irt out of his 
ear. I didn ' t mean it the r.ay it sounded. 

Thare is a lot in there . 

I d idn't mean i t tha t ~ay. Le t ' s take f i ve 
minutes . Harry, do you want to Eet thi s stuffY 
1'/e are g oing to l eave here sharp at 20 minutes 
a fter . 

Not unless you woul d like me to indica t e a ll 
the reason s I can t hink of 1n brief order. 

No, you ce.n •t do that . Let' s g ive f i ve oinutes 

for this . 
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Haft J'OU got the blll, Baft'7f 

lo. 

Dan, tbere 1en 1 t a blll. We understand lt 1a 
prett7 muah the ..... 

Have you got lt ln your handet 

Yea. 

Do JOU know what lt let 

Yea. 

All rlgbt, so on onr Yltb 1111. !!hat la the 
eaaleat wey. 

O. K, 

210 

Jerry called 11111 up and he waa very, very angry. 
He thlnka that to send a letter down to Senator 
llorrla, even thouS)l we had to reply to Senator 
llorrla - aD1 he doe an 1 t quarrel wl tb that - that 
taxed the SEC~ th1a vlcloua manner - h e haa 
tried to be a gen t lelll&ll. He thlnka that 1B one 
ot the 1110at unconec1onable thlna• he baa hurd 
ot ln all t~a and he thlnkl -Jbe on i'reaaur,. 
things he will begin to eay what he thlnka, a1nce 
we are uylng 'llb&t we th1nk about wbat the SBC 
doe a. 

Wbat do JOU 1111an, he will beg~f Bam 1t het 

Well, he talk~ about prlcea and Brltlah ee~ty 
holdlnga, how l ong lt took ua to get tlwm over 
t o h1lll. He .tbouS)lt he lll~t begln to tell that. 

Bow long dld lt take uat 

I don It kDOW. Be uya two or three week a and 
he knowa we ba-n th• betore be doea. Be aal4 
be wae Jut tak!Da tbat •• an en""''Le. 

Well, he wee atra14 to aooept the Uete attar 
we otterecl th.a to hSa. 
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\/ell, he waa beill8 a little hysterical. 

Ben called up and he wants a copy of the letter. 

May I send it to him? 

Sure , it ie public property. 

I gue s s the head i n t he Times Herald, which I 

haven't seen, is the thing that got Jerry. 

1'/e kne" tlu\t woul.d happen and in the discussion 

With --

He said he was 1n to'llll and he thought you should 

have cleared i t with him. I mentioned t hat he 

d idn't clear h is reply with ue and - well, he 

thought it was a terrible thing. I told hie I 

thought the whole business was awtul and he said 

he thought we shouldn 1 t have gene to the papers 

and I said Ylell , we are the last ones to go. 

Everybody e lse in town has been there and that 

is the reason we had to go. 

Did you ask him why he lied to Arthur Krock, 

or d i d you think he was sufficiently nervous? 

No, we got into an argument on that , too. He 

talked about half an hour. 

1'/ell, are you worried? 

No, I am not worried. I am having a good time . 

I am per fectly satisfied. I told him we d idn't 

have time to get him yesterday. It was a holiday 

and we deci ded we had to get this thing out 

quickly before the Judge announced the slate and 

we wanted to make it clear before t he Judge had 

acted upon SEC' s declination, jus t why we made 

the statement at the press conference. 

What? 

Why we had made our stat ement at the pros e con­

ference and had s tuck to i t , and he tried to 

argue that we knew all the time that he wouldn 1 t 

take it and I told him I didn 1 t understand it 

that way. · 
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And Bob Jackson didn' t UDderst&nd that, either. 

But they h&dn 1 t actually dete1"111ned whether 
or not if they had been &eked by the Judge 
on behuf _of the creditors to accept it, they 
would take it. 

lly nervous eys tem ccu ldn' t a tand aubmi tting it 
to them yesterday, even 1f we bad bad time. 
It 111 all right. 

You will never f!1J to heaven. 

I eaid even if we had had time. 

All right , we will leave here 1n 20 minutes . 
I think you had better go along, don 1 t you 
think IIOT 

Sure , I would l1lce to go. 

And Bell and White and Foley . 

Are you througb? 

Yea, definitel:y . 
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Conference held at Secretary Hull's o!!ice, Februar;y 2), 1940, 
a~ 10:)0 A.ll. 

Present: Secretary Hull, Secretary Worganthau, 
Wr. D. w. Bell, Wr. Foley and llr. Tillite. 

Tbe conference ns held at Secret&J7 llorgentbau' s request. in 
order to confer on the sUYer question before the Senate cc.nt.t.ee. 

Secretary llorgent.hau asked Secretary Rull what. position the 
State Department proposed to take before the Senate Banking and 
Currency Committee on Senator Townsend's bill to repeal the exist­
ing powers to purchase foreign sUYer. Secretary Hull answered that 
Senator Townsend had telephoned him last week with respect to his 
position on the bill and that he had replied something along the 
followinr lines: That the general s i tuation with respect to Treasury 
purchases of foreign silver raised no particular issue that the State 
Depart&ent felt was its primary interest, and that in new of the 
fact that purchases of foreign silver at the present low price for 
silver no longer raisld significant questions of foreign policy be 
therefore believed that the Aclm1n1stration 1 s position on the matter 
was a question rather for the President and the Secretary of the 
Treasury to determine. Secretary Rull stated to Senator Townsend 
~hat the price of silver had dropped nry substantially and that 
he felt the S81118 considerations were not at issue as was the case 
when the price paid for dlver was higher. Secretary Rull stated 
that his present position with respect to the purchaae of foreign 
s Uver reoained the s- aa be had described OYer the telephone to 
Senator Townsend. · 

Secretary Worgentbau asked him whether there was ~bing that 
the State Departaent contemplated doing further on the lll&tter and 
Secretary Hull said "No", that he had not intended to do ~-thing 
unless he received fur'tber requests. 

Secretary llorgenthau asked Secretary Rull tba t in rlew of the 
probabl e fact that Senator Townsend objected chiefly to purchases of 
silver from Kexico whether it aigbt not ba possible to satisfy hia 
w1 t.bout calling for a change in the policy with reepect to the total 
foreign siber by prorl~ng sc.e arrang...,nt not to purchase llexicu 
sUYer but to conti.nue purehaeing other fonign aUYer. Secretary 
Hull r eplied that be did not th1nl< that would be a 111ae t.h1Jig to de 
in view of the fact that Mexico would then regard beraelt aa being 
discriminated agains t because of her attitude on oil and would re­
taliate. Tbe case n s aoenhat aiailar, he felt, to the situation 
ot exports ot scrap iron to Japa.n. The reason why be oppoud an 
embargo on eerap iron to J apa.n wae because it would not burt tb• 
Yery aueh and would bring about a retaliation on the part of Japa.n. 
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Secretal7 llorcentbau uked S.Oreta17 Bull wbe~ ba tboqbt. 1t. 
would be wise tor S.Oretal7 llorsetbaa t.o ..t. wit.b a ..U IJ'OIIP ot 
tbe 1~ Sanat.ore t.o ooatar wit.b tlla wit.b raes»ot. t.o t.ba beat. 
course to para. 011 t.ba e11•• •t.t.ar, S.Oret&r7 Bull t.lloapt. 1t. 
ldgbt ba bat.t.er at t.ba bapnnbc t.o sat. 1D toach wit.b jut. a coaple 
ot tb• and ~~~~ggaat.ed S..t.or llarklq and s-tor ~. llariJII 
tbe cootereoce wit.b UMa t.ba q•et.iGD ot t.aU1nc t.o a larsar IJ'OIIP ooald 
be decided. 

Secretal7 Bull ea1d he -w to 8paalc ot enot.bar •tt.ar and 
de&cribed his comersation with the British Ubaslador 1D 11b1ob be 
pointed out t.bet t.bq ware antqonidng .berican opinion bT t.hair pu.l'­
chuing polic;r 'llbiob sbarPlT curtailed t.be1r purchases ot qrioultaral 
products 1n t.bis countr;r, end be easgested that the British 111cht wall 
spend a couple ot bandrad a1l.l1on dollar• tor tbe purpose ot bu;r1nl 
agricultural product• bare 1D order to a..oid t.be ~ ant.aaoai• 
1n tbe tlnited State• apinst Br1t1ab ~ial polio;r. 

' · 

• 
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~__.,_.,or.,.•• - ·· 

DEPARTMENT OF STATE 
WASHINGTON 

Jebruar:r 26, 1940 • 

. !he Secretary of State preeente hie co~l1aent1 

215 

t o t he Honorable the Secretary of the !reaeurr, and 

encloeel for hie 1nfor.at1on one copy of telegraa Wo. 121 

of february 23, 1940, troa the ber1can bbaley, Roae, 

with regard to certa.1n par-ent e to Ital ian eilk exporter • • 

J:nclo1ure1 

Wo. 121 of rebruar:r 23 
troa Roae. 

... •• ..., 
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HSit 

secretary of Sta tc , 

Washing ton . 

RUSH 

121 , February 23, 7 p . m. 

FOR 'IREASURY. 

21S 

GRAY 

Rome 

Dated February 23, 1940 

REo 'd 3 z20 p. m, 

Department ' s telegram No . 38, February 15, 6 p . m. 
repliES 

Following/furni shed orally by competent official 

of Foreign Exchange Ministry. 

OnE . The four li!'a paymcn t formed part of the 

export premium abolished by decree law number 1757 

of October 12th, 1939 , Conscqutntly such payment question 

has bEEn abolished , 

Two. ~at the Officio Stri co Itali ano plans or baa 

planned to pay for the silk year 1939-40 is beyond tht 

offic i al cCJDpe tcncc of tilt Government . ThE Gover nment 

dote not have any orf i cial knowlEdgE of this amount• . 

Three . As regards changes in payments during 

present s i lk year " t he quest i on is not quite clcar ."If 

i t relates to the second question abovE thE answer 1a 

the same as two. If it relates to the first question 

thE 
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balD -2- Mo. 121, PdlruarJ ~. 7 P• ••, tro. Roac 

thE answEr is a Durift8 thE prEnnt 11lk ;rtar a changE 

occurrEd, namEly, thE abolition or thE •pricE adju.t­

mtnt including thE tour 11rr rrtErrEd to in quEstion 

217 

ThE EvasivE charactEr or thE answEr to thE stoond 

would sum to 1nd1oatr cltarl:y that tht Italian authori­

tiEs art unwilling to placE thEmsElVES on rEcord. 

PHILUPS 

H PD 

.... ..,.. 
~ ·- • 

~ 

~ 

' 
, 
L-' 

" ' -.... ~ 

'1 ~ 

•.!I ... • 

• 

• 
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!!!'Jr : Hello . 

r ebruary 23 , 191!o 
8:55 a . o . 

Onerator: He hasn't reached h i s office yet. 

218 

!G'Jr: ~I ell , 1\S soon as he ge t e in I 1 d like to talk to him . 

o: All right. 

'l)'Jr: Thank you . 

9:20 a . m. 

!i!'Jr : Hello . 

Henry 
llsllaoe: Hello. 

!ll'Jr: Henry • . •..• 

t'i : Yea . 

'f.'Jr : How are you? 

~ : J ust fine. 

!i!'Jr: Henry, could :vou see J ohn Sullivan, Aseietant 
Secretary of the Treasury, on a oolitical matter 
sooeti oe this norning? 

W: Certainly. 

H:'Jr : \That time would be good for vou? 

li: 

li: 

!!l'Jr: 

\1: 

tr~Jr : 

\/: 

(Brief nauee) Would 

He ' ll be t here . 

Yeah. 

He ' ll be there . 

That'll be fine. 

how would eleven o 1 clook suit? 

Something to do with the State o r New Hanpehir e. 

Yeah . 
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HJ.!Jr: All rlgbt. 

\1 : • •••• •• at eleYen o•olooiJ:. 

HY.Jr: Thank you. 

11: Goodbye. • 

l!l-'Jr: Goodbye . 

• • 

• • 

• • .. 

• 

• 

• 
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t!!'.Jr : 

0!3erator: 

ID!Jr: 

0: 

II:!Jr: 

0 : 

Alben 
Barkley: 

m!Jr: 

B: 

H!·!Jr: 

!1: 

~Jr: 

B: 

~'Jr: 

B: 

mlJr: 

!1: 

Hello . 

'•'bzouuT 23. 1~ 
1lsl5 •·•· 

Senator Barkley ie not in hie office and they ~!­
gest that I try h1m at home . 

Yeah, I ' m qu1te anxious to talk to him. 

All right. 'l'he Senate is not in session today. 

l'fell , I'm quite anxious . 

Ri ght . 

• 
12:02 p. m. !t: • • • 

Hello, Henry. 

Row are you' 

All right, 

Alben • ..• • . 
• 

Yeah . 

220 

• •••• • in the new1r0a-oere I read that Senator !ownHnd 
hae aeked ae to oO.e up, or somet hing like that. 
Wow we •'"' had nothing here in the 'h'ea~y fi'OII 
Tovneend - at leaet I haftn 1 t, you see' 

But in View of our oonftreat1on the other night 11hen 
I vas tr11ng to keep yoqr mind on ell ftr and avq 
tl'OII the .Ambaeeadore. 

Yeah. I t•• d1t t1oult to 4o. 

Yeu, but ••.•. • 

But I you t oUDil - - I found you ha4 the .... 
trouble. 
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H' 'Jr: 

3 : 

'l'' Jr: 

3 : 

I!' 'Jr : 

B: 

""" 'Jr: 

3: 

"""'Jr : 

E: 

Hl'Jr: 

B: 

V"'Jr: 

3 : 

- 2 -

(Laughs} ~/ell , anyway -- where was n 

~/ell , I saw tha t article in the paper this morning. 

Yee . 

I didn ' t know whether he hnd communicated with 
you or just blowing off 1n the 'lress. 

I think so . :;ow, I have t l'-18 suggestion to make 

221 

if ~ou t h i nk it's any good. I' d l i ke to sit down 
with :vou end \Tagner and Pi tt"lsn Md see wher e we 1 re 
at. 

iiell , \lagner has p.one to f'lor1da. 

Oh. 

And he won' t be back for a week , and there will be 
no meeting next Tuesday •.•••• 

I see. 

•.••.•• of the Co mmittee . 

'.1ell • . . . .. 

So we' ll have time . 

\/ell. .•.• -- what do you think t he next -:1ove 18? 

\/ell , of: course as soon as he t hinks tl:at I ' ve had 
t1'1e enough to get any information fro, you and 
!rom Hull and t he Preeident about it , he ' s going to 
move to get thet bill out again. 

Well , how about my meeting with you and Pittman? 

Vlell , that ' s all right. I' d rather Bob were present 
ae he ' s Chairman or t ~e Committee but still it's 
not necessary. 

liell, may I leave it this way , I' m a t :vour disposal 
an:v tine. 

All right . 
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B: 

HMJr: 

B: 

~:Jr: 

B: 

P.''Jr: 

!l: 

- 3-

And When ;,ou•re rea4:r to eend tor me I'll oo•e up 
at the t1me and ])laoe that you ea:r. 

All right . 

How1 e that? 

'l'hat • e t1ne . 

And • • • •• 

222 

I don ' t th1nlt there v111 be anything -- I don 1 t th1nlt 
there w111 be any 111eet1ng .next week ot the Comlll1 ttee. 

I ••e eeen Cordell tb1e T'l0rn1ng 10 I -- I know Where 
he etande. 

Vhatf • • • 
ID~Jr: I ltnow Where Cordell etande. 

B: All r18ht. 

HJ.!Jr: R1ghto. 

B: All r1ght. 

E'~Jr: Thank JOU. 

B: Goodbye. 

• 

• 

All r1gbt, I 111 

• , 

let 

. . 

you kllow then , Renr:r. 

, • t • 

' • • 
• • • 

• 
• 

• 
• • 

• • 

• 

• 
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Ro nald 
Ransom : 

li!IJr: 

R: 

r:!-!Jr :· 

R: 

Hl·!Jr: 

R: 

't 'Jr: 

!\: 

'll!Jr: 

R: 

fi!lJr: 

::l.: 

How are ;rou' 

Hello, Ronald. How are you? 

rebruary 23 , 1940 
3:02 p . m. 

Fine, thank you. I told you some time ago that we 
had asked our starr men to nrenare some tactual 
studies on the general banking" situation end oues­
tion or eu~ervision Which would enable us to have 
material available in oase t he \fegner Co!:!ml ttee 
should begin hearin~e under that resolution. 

Yeah. 

223 

Pereonall;r, I sincerPly hope that t hey are not going 
to start any such hearings in an election :rear. 

Yeah. 

And I don't believe they are, but that work has been 
completed to a ~oint now where it has gone to the 
Board tor its consideration and to the Presidenta or 
the Federal Reserve Banks and t o the members or the 
AdVisory Council. 

Ye~. 

I wanted to ask you it I would have your permission 
in sending a co~y or it to Walter Stewart asking hio 
to treat it as confidential and asking hlm to read it 
and arter he had reed it asking him 1! he wouldn't 
diseuse it w1 th you and also with me so that we mi ght 
both get the benefit or his point or view about it. 

Surely, 

I felt auite sure you didn't want to burden yourself 
with reading a lot ot tactual material ot that kind 
but ot course atter Walter has r ead it and is pre­
oared to exoreee some view about it, it you would 
iike to haTe a oopy, ot course it ' s available to you. 

Yes, I VQuld very auoh. 

Well nov, is that -- giVing it that direction meet 
with your approval' 
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HMJr: 

R: 

R: 

!l!'Jr: 

• 

- 2 -

Fine. 

.A.ll right, 111r, and I 111 eend it to h1111 and then 
after he hall digeeted 1t and ie rea«1 to talk about 
it it you want a oopf or 1t, I' l l eee you get one . 

Ri ghto, 

.A.ll right . 

Thank you . 

• 

.. 
' 

• 

224 
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• 

• 
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»CCJUC.d COIIIIIU!I 

STRICTLY COIIJIDD!UL 

micm CODDmftUI. 

:DOPLIC.A!.I 

SubJeo\1 War •terlale tor ChlMI etaUailoa ot lllporh ai 
BaA&oon pa .. ecl tor \raaal t throucb llu3a 4vbc 
t.ba parlo4 froa J&mlarJ 16 to J&mlarJ )1, 19l!o, 

Sir: 

I ban t.ba honor to rater \o lnto~ilon recantq tranal tte4 

to t.ba DepartMnt, and to forward lwrwl t.b atatll\loa ot war •"-

rlala tor Chlna ~r\ecl at Bancoon and ahlpped in traaal\ ~ 

Bur~~~ durlAC t.ba parlo4 troa J&mlarJ 16 \o Ja'IIIUrf )1, 1911o. !haaa 

Mterlala ware Yalud at llapaea 1,1152,168, or $11)5,16o ai t.ba pre ... 

At t.ba and ot JaJIJlllr7 19l!o t.ba •alu of war •terlala ~llporW 

froa Jlu&oon to Chlna b7 land totaled llllpeaa U0,2S1,5S5, or IIJIPrGS-

h. qula~lloate \o U.. :DeparU.at. 

100 
MD 
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.. "'"11114 fta GaDA. 

sw.uauoa of UpoJ'h d llenpoa 1upeote4 ut ,... for \nul\ " tile 
JNrM CuatO!! u.!borl\1 .. da.rl!C \U J!J'lo4 Jrpw 16-.TU!!!l Jl, lgl!o. 

!Jpe ot Jluber DeaoripUoa OCIUV, ftl falao 
Material ,~ .... uAaaau~ ena• !!I••• 

.Urplu.u ~ Beaotraoratt, u4 parh tJaiW Stowe 299.235 

.Urorat t 'D&J'h 1 etc. ~ ... ~.11-• I I 29-"5 
1 .Ahplaae iuU..Oah I I 2,0U 

15 .Ai~laae parte I I 139.~ 

Ma4hiao-4llll. 'D&l'ta 190 I at \loa 'boa a: 119118 la.aela ~.71eo 
7S c.nn4ca 'balta: 12,212 I 12,212 

JOO tool MDII J000 I )0,000 
1~7 Gall "barrele .... .... ._ 

eoriaa: 2205 Mh I 110,250 

Phtoh Part ot ~ ltaaeer 1 50 piooea Bo~- 2,,, 
I I 7·6) ... , 1000 .. 50.652 

Carlrl!£!1 I • )1 ~or K.Daer p l1tola1 • 
150,000 l'OUb I , . ..,~ 

I I 6o ~or 7.6:5 ... phtcla: 
200,000 I'O'U4a . I U,616 

6oO 7·9 ... , 12,000,000 I 729.319 
1 L1eto4 u41r tlaia ~ 

1JI& •• 1~ aoooaeoriea, 
•' otMI'Wi• .-u1o41 UaUo4 Stowe . 

foW 
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.,. aa.DRx•x.s 7<ll cam. 

liiJ)ortl at l!aJl«<Oa iaepeoted ud paued !or truelt clurtac the period troa Jaau&r7 
16 \o J.-q 31, 19i!o 

B:!UPI~IOII 

TJ.LUES J Y Cotlll!lli1S OJ' OBIOJJ 

Countq ot 
oriea 

1, llelci• 
2, Uni\ed Statae 
J, l!uuia 

!oial 

'l'JPe ot 
llattrlal 

1, Cartrldce• 
2, .Urplaa .. 
, . llach1ne- i'Ul parte 
• J.ircratt parte ud 

atrodroM appliaacee 
5, Phtole 

!o\al 

Val11e 

••• 
800~ 
475.6oo 
1U,3>2 

1,452,s6s 

T.U.llES BT !ll'ES OJ' IIUmi.A.L 

Val a. 
lJDi\ Qlwatitl Bllpeee 

Io. 12, 350.000 751, 528 
• 299. 235 
• 22,J6o 1U,202 

171, 296 
• 1,050 2l16oi 

1,452.868 

Equ1Taleat 
U, s. Dollare 

2Qo,Ol9 
142,68o 

53,161 

4}5,86o 

iqulT&la~\ 
u.s. Dollar• 

225.~ 
19r770 
5J,l61 

51.389 
16,052 

4}5,86o 
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0 

Th1e ie Kr. Hornbeok' 1 un­
o~~icial opinion • 

.... 
' 

• 
• 

• 

I 

• 

• 
• 

--. 
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f lr I r'l Mo lMOo 

':0 ?'as • 'be •• , 8 u zg»e 
7 9 ., "' " 1 

... blip. 

rnt· U! sre'f:nt'rsa 
~ l.,aseee ........... ~~ preeeett .... T 

•wa a• uaM ... u.. Tleteel .. " \ll~ ..s.& rw••• 
... ·..-u., .., I re• • \M\ TMrM ..,. tae1 w•illl· 

1'M v.aw S~\ee ..... jela \Ilea w _.., • ••• 

Aor -. l\ "'" ..... , w \M M\WT ... -'jTTtlwe 

•htell '' laftlwe. 
le,..•a ..._..,. 1a ... tnfta\le _, Vlll .. !1\a\ee• 

rl-"• ITa...,.U.ft et ~1 ... la'-•"• aa\10!\lTTl 

" ~-- JHM!Jlee . .u pell~l .. , &M TM\J'l bll\orJ 

,....,.. _.u '4te a sU\lee ~ ~ .. ., u, .,,.... .... 

hsuul"• U I.e MIM \lila\ ee \1M .... e t• wlU 

us +Q Ue\ M - \M\ Pel.re le • w a• 1 • 

... tiRe\....., ... , ... e .. •u••• eM .... I IMo 

n I.e ,...,"- .... , ... u.ere e1 c•t• 1 .,,..lneee 

plee eoa•• a M e1 ..,., ... ,.,_. et nelne• '*'• .... 
Me ... en ~ ... wlU ,. \is IU " HU •r •ttr 

J2 we, lllelef''ll .. UldW l te\eeo wlll ul'll ._I+,._ 
•• .ua~ .. • n+l18a'lle et u.. ,._, 1 u el 

\llell' tan• ''II e ...u,... _, ,.,. '• •• _. wUl 
•• 

• ee ._ .. al'-""' •aa• .-ttsls 12?1 n=nr ..u -
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n----u•wrns 
..., ...nan ~kna .. Mill.,..~~ hi•• ...... " .... -....... -~·-., .... 
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n lt U''"'Ua 
'l'U\ -. .. 1•• ~&W&o• \M trlll\et S\aleo w ,.,.. 

1• col ., ,roo .. , ~. 

Tu! • rapprou-\ ~·••• I•~ u4 R•••la la 

oollteln~le. poaollllo. aol ~Mblo1 &114 ao! 1'0\•Ual 

ot n!ou1•• or 4l ... lriM&O Mlorlal ertoeua 

'Bull • .... ~, lapea oo•\nar4. ,_,.. u4 ,...1~17 

lD\o ~ ~lea lao\ Ia4loo. lo eoeoelnble, pooelblo 1 ao\ 

1Jisla.a\lr llkol,, w .. , tor •- \lM lD \h t\ahn 

probolllOJ 

Tile\ ael!bor \be Olal .. M aor \U l opaaooo are u ,., 

1n a potl\1• or la a rr-• or a1A4 Wllerola • •oot\1-t• 

bJ u ao\latl• 1o pooel\loa ul\laN' O.•••••• eolllt a\ We 

\1 .. acreo !o .-a! wa.lt ~· ao&tp\alllo !o \be o\laert 

Tbal \be proooa\ 11WUl• ot leal-eQau\1• oa \M 

pan of llo\la u ... vloo, wl\la apprezlMUoa et e\al .. Mo 

h ftloop\lblo. ot ~&lac ra41Mllr atfHM4 r• 110\\er • 

for ...... . , ... u .. Ylal&lll. la pooolbl& - Qe pan or ..... 

e14e powu'OJ 

Tul 1a s.a.o ll&lll or p,. ..... , .... uu .. 1a ..... ,.. 

lapu l& la • bo\-. ,..tU• \lala 1e Olllaa \o Htala. ~, 

proo&llu or poll\loal ._plalaa. MMrlal ...,.,. 411t.-

M\lool.lJ' QaPaUWUo ...,.n tr. •• • ... et tM 

•lor hn,_. Jl ••1 
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~•1 toalro \o ou~ oa r ela\lue wl\11 \bt t~\l'lta 

or ' b• rar ran •• tllwtlal'o oa \be ll .. h .r \llo prtMlplea 

or aeaval ttiiAll\7 ot oppor\llal\r la \tnu et \I'M ... \ 

lao...U .. rt•'M\11'7 \r•w•\), Wtr eoe41\1oaa ot taU 

plar au et taU &0&11111 ••n• u4 ns .. uu ... 

TbOJ autre \lao\ .. ,welp\lto l't'U)Wktrt M napuW -

&114 \W'Otvt \lao\ QlllMfl M't'vtlp\J lit Hl,.tWo 

TUJ 4111H \¥\ &IIJ'IIIl .. ETII&. M\1_. ..... -

u4 \lael'lt .. \lao\,.,.. .......... , ........ 

na1 ... ,,. ._, ,..._ ••• "' ••• "' ·~· .... ,n .. 
bJ peaeohl prooou .. u.u& tiA41U ... of poUt, ~-\lu, 

•tulU\r, ,.. .. ,...u, 1114 ooeul\1'- 1114 uenr-o \Ilia\ 

NQ Pf'ePIII M ~~ 'T lf•J --·~ la \lao ~ ... ,, 

• 
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STRICTlY CONFIDENTIAL 
TREASURY DEPARTMENT 237 

INTER-OFF1CE COMMUNICATION 

OATa Pebra&rJ 24, 194o 

TO Secretar.r Mor~ntban 

l'liOM llr. CochraD 

At l2: 50 noon the Secretar,r telephoned me frotl hi a houae in r.gard to 
nn article vhioh bad appeared in the lfav Yorlc Herald Tribune of thia 110n1~ 
1 nt;, 1D rega.rd to the purcha.ae pl.Nla o! the Alllea, which cont&ined a 
cr1t1c1am of the frea~'• poaition on taxea. At the Seoretar.y1 e requeat, 
1 telephoned Mr. Plnaent at once and aaked h1a to let Me .. ra. Purrla and 
llloch-LalnA lalov i•edintel;r, cartailll;r be! ore the;r CUie to aee tbe Sacratar;r 
on Monda7 morni~~g at 10130, that he oonaidered the article moat UD!ortumata. 
The Secretar;r told ae oon!identllll.l;r tbat Mr. Sobvartt bad heard that the 
Hnna reporter bad obtained t he ator;r, or at leaat the unhapp;r part thereof, 
fr om a Junior member of the Britiah Mi aalon. Pinaent told me that he vould 
apellk to Cbalkle7 (the Coii!IIK!rcilll Caunaelor) in vhoae fhld, 1 be lien he 
aald , t his vould coma. While he vaa atlll at the phone, he called to 
Challcle;r, vho apparantl;r was vith hia, t o vait aa he deaired to dlacu .. ao•­
t bil>g vith him. 
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Jl 

• 

PLllJI 

London 

DatEd FEbruary 24, l9to 

Rto 1d 7 :30 a . m. 

StcrEtary of Stat£ 

Washington 

4501 FEbruary 24. 

FOR TREASURY PROl! BU'r.ER'./ORTH. 

Tht '!lEt hod workEd out by tht Brl tlsh and 

Indlon Govtrnmtnts for rtotlfylng Britain's 

advErsE balancE of paymEnts to Indio undEr war 

conditions , rEpor tEd i n my 4 43 of FEbruary 231 

should provt £f fioaolous inasmuch as rupEE 

sEcuritiEs nornally stand abovE thE rElativE pricEs 

of co~parablE stErling stourltiEa . Tht ntEd for 

notion ls indicatEd by thE fact that sincE thE 

bEginning of thE war tht stErling oaaEta of thE 

REsErvE Bank of Indi a havE e~wn an txpana1on 

of about eso,ooo,ooo. Tht rtctnt ria £ 1n thE 

Indian nEt vi s i blE tradE balancE, which 1a 1n 

mEasurt rEflE ctE1 1n thE RratrvE Bank figur E, 11 

no l t aa not r:worthy. Por i natancl t bl mtrchandlel 

aurplua which naa a nlgl 1g1bll ~ount January last 

'fEQ' t ot lllr.d RS. 805 Lallbae L1ktw1n gol d. eblpuota 

~ 

• 

• 

• 

.. 
• 

• 
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- 2..#450, FEbru..'lry 24, frcr.J London 

during January totalEd thE s~~E ~nount, RS.805 

lakbs , whi ch w~a thE largEst gold a~1pmEnt on 

privatE account fro~ India sincE thE RS. lOlO l akhs 

f or FEbr~ry 1934. FurthEr~orE, r c~ittancEs of 

funds last ··onth ae~ount Ed to RS . l 478 lakhs making 

a tot~l of no lEss than as. 7430 lakhs for thE currEnt 

fiscal yEar, which i s Equival Ent to ·::~orE than 

~s ,ooo,ooo. 

This stEp has EvokEd surprisi ngly littlE 

C0--:1Ent in thE Jl' ESS but thE follOYting EXCErpt 

fror.t thE FU'ANCIAL TillES '"ICY bE of '.ntErEst : 

" Indi a in thE pest hc.s bEEn forcEd to l ook to 

this country for a great dEal of its borrowEd ~onEy. 

Its nEEds have bEEn considerable, f or it has fallen 

to th e l ot o f the st~te to finance a great deal of 

t he progrEss ~odE by public utility sErvi cEs and in 

other directions . As t hE totol of so.vings grovts and 

an lncr Eas •.ngly Effi oi rot organizat i on Eno.bl Es ::1o rE 

-:onty to bE obt~ncd locally "U thout thE d1ffioultiu 

cngrndcrcd by such attnpts in earlier years, therE 

is c very natural dEsirE to enlarge thE ho~E 3~ket 

and -~kE usE of its advant~gEs. A loan obt ai nEd 

ovErseas needs Exports to pay for i to sErvicE. I n 

thE longuagc of coono~ios the resultant d~inution 

ot 

239 
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of thE rEnl wE:.lth of thE borrowing nation is 

avoidEo i f thE EXtEr nal liabi lity can b E r Epl ac Ed 

by an intErnal onE. Such an advantag E wi ll accruE 

to I ndi:. in proportion :.s thE prtstnt convErsion 

offEr 1s utilizEd. " 

JOI!NSON 

RR 

240 
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TREASURY DEPARTMENT 241 
INTER-OF1'1CR COMMUNICATION 

STRICTLY CONFIDENTIAl 
llr, Ptnent hllpholle4 •• at 11 o'clock thh foreaooll to t;in hh •-114 

da117 report Oil l&le ot Yeete4 •-1Uu, !here nre 110 .ach 1&111 Oil hbr1ar7 
23. Ptnelllt re.illde4 ae that the 4ata 1lh1oh he woul4 be ciYillc M 'I'Dul4 relate 
ouly to •lu ot Yeete4 IIClll'iUu, &1!.4 woul4 DOt illcll141 l&l.ee ot IIOII-T .. te4 
eecuritl .. of which priYate hol41re are eUll 41epodJic 'IUI4er athoriiy tro. 
tbe Britllh OoYer-llt , I rea1114e4 Pillelllt that ov oricilal ~t laet 
Autuu ba4 bill!. that the :artUeh OoYiri!.Milt 'I'Dul4 tab onr all ot the Oaite4 
Stat .. clcllar II<IV1Uea bel4 b7 ih •Uolale at ou aoYe, 11!.4 that Rlle~CUDt 
salee woulcl., thlrotore, be olll.7 thoae by the Oonralllt ihelt, llace the ar­
~t h DOW beiJic carrie4 cro.t Oil iu\allalllh, the freaW%7 woul4 1!.114 to 
b&Ye illfor•Uoll both ae to 4&117 aal.ee ot 1101l-nete4, ae .. u ae ot nate4, 
11c:uritl .. to nable U to bow ,fiLet 'llllat h beillc 4cM Oil tlle AMrl- ~bt 
ill t be ~ ot 4iiPO•ill& ot the MC'III'i Uu. I to14 Pilllnt that we "~"~ aUll 
«etU~~~: eett.tu fr08 Iew Torlt •• to aot11&l. •11• ot llriiilh a4 other ee-
curi tlee lllcl. that cwm uU•t•• would 1DC11141 all aal. .. , 'lllllther of Yute4 err 
non-nete4 aeouriUea. Ae uplaiu4 71ater4&7, tlle tipaa which Pillaellt ... 
on J'e'bruary 22 were for tranaaotlna aa aot11&l.q colltracte4, 11!.4 DOt fcrr 1&111 

tor which ~t 1e alreaq reoe1Ya4. 1 tol4 Pilleellt that llr. 01ffor4, ill 
or4ar to con4uct hh .tea Oil the •ew Torlt ~ltet, ~m~t 'IUI4nbt•417 be re­
ce1T1111! daily reporh froa Lon4oll aa to wbat aathoriaaUoll 1e t;iYell there for 
tbe print• l&le of llOil-YIItl4 aiC'III'iUu. Pilleellt proa1ee4 to write 01tfor4 
at once Oil ihh poillt an4 to lll4e&Yor to proeve I'IICh dak aa 01tfor4 ..:, re­
cein tor fllrther tran.aieeioll to UUa 'l're&e'CII'y. 1 ~~~~C&~ne4 that all per­
t lllent clak be' -'1 aYailallle to u ae ot J'ebrlar7 22, u4 be proY14e4 J'IC'f&larl.T 
hereafter, 1lbt1l 01101 u 11 -n how .ell illtor•Uoa h prOY14e4, a kble will 
'be &rrllll!e4 to recor4 the daiq reporh, 
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TREASURY DEPARTMENT 242 
INTI:R..OFFICE COMM UNICATION 

TO Secre tary Mor~ntbau 

CONFIDENTIAL ,ItO,. Mr, Coehra.n 

'i'here vaa a nry aaall aariDtt ill fore1p axchan&e t o4aT. SterliJIC opane4 
at 3·95-5/3 and 110Ted in a narrow ~ to clo .. at 3 ·'15-3/3. 

Salea of apot aterl1DC b7 the aix reportiDC banlta totaled ~.ooo, fro• 
the followi ng aourcee: 

By commercial concern•• • ••••• •• ••••• •• •• •••••••·••••••••·•••• • •••• 33.000 
By f oreign banka (Europe, South America and Jar Eaat) •••••• •• ••••• lsg, OOO 

Total ~22,000 

Purchaaea of apot aterl1ng amounted to ~41,000, ao indicated belov: 

B7 co~ercial coneerna ••••• •• ••••• •• • •••••• • •••••••••••• • ••• •••• • ~66.ooo 
By foreign banlta (7ar laat and Europa), , ,, • • ••••• • •••••• • ••••••••• !5,000 

Total ~ 1,000 

The !ollowing reporting banlca aold cotton billa totaling 127,000 to the 
Sri t h h Control on the baah of the off1<:ial r a te of 4 , 02.-1/2: 

1.16,000 by the Guaranty Truat Comp&nT 
....!L.QQQ. by the lle.Uonal City Bank 
~Total 

!he other important currenciea closed a a follova: 

rrench franca 
Ou1ldera 
SV1aa f ranca 
Belgaa 
Canadian dollar• 

.0224-1/3 
· 5317- 1/2 
. 2242.-l/2 
.1690 
13-1/zf, dhcount 

There vera no gold tranaact1ona consuamated b7 ua today. 

llo n.., e~menta of gold vere reported b7 the lederal h .. "e Ba.Dlt of lew 
York or the State Dapart»nt. 

The Dow Jonea T1oltar carr1e4 a neva 1 te11 froa Stoekhola atatlng that llwedall 

vent ott the gold atandard toda;r, and tbat tba GonrnMnt agreed to eateblhh 
foreign exchange control. The bill, table4 1n Parli-nt thh atter1100n, vlll be 
<lobated aDd pae .. d toaorrov , It vtll tben baco• a!teet1Te lfonda;r. Dow Joaea aleo 
ota ted t hAt pr&Tloua reatr1otlona on gold tranaaotlone were ln force agalnet pa.bllo 
buetne .. , but epeclu dlapeDaaUon ••• granwd to t he OeDtral BaJilc. !bat dlepenaaUOJI 
wa, rnoltad toda;r, 

39 
t:.u The 11, s. aqu1Talnt ot the Bollbq dlnr prioa wu 39· 71lo aa c~ to 

·~ T•etel'4q. /~ 
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(NAVY DEPARTMENT) 
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,._ THE PRES I lENT- -·--f ~ To 
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SITf 10 xxxx ·· ···---··-- ~ . I 
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~ 

PRIORITY IO -'"---- ------- --

WHITE 36 

243 

IT IS DIFF ICULT WITHOUT ACCESS TO All FIGURES TO COME 

TO FINAL CONCLUS ION AT THIS DISTANCE X THERE IS HOIEYER 

NOTH ING SACRED ABOUT THE IDES OF UARCH X AND REFUNDING 

CAN BE WADE AT ANY TIUE X WILL TAKE UP THE QUESTION 

NITH YOU ON MARCH THIRD X SIGNED ROOSEVELT 

• 
..... ··--­, 
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PA!W'BRASJ: or TELJlGR.U( smrr 

TO: American bbaaey, Rio de Janei.ro, Brazil 

DATE: February 24, 1940 

244 

Reterenoe is mo.de to telegram No. 70 ot February 2:1 

trom the Embassy. 

The Department had explai.ned to the Council the 

background ot the negotiations, and this morning it was 

again expla1ned to t he Council. 

The Department's s uggeetions tor debt paymente would 

not neoeseitate a larger total debt outlay by the Govern­

ment ot Brazil; more equitable dietribution ot the payments 

in prospeot on securities ot Grades I, II and II ie the 

i dea in baok ot the Department's suggsstions. The Depart­

ment is not seeking to add to Aranha1 s ditticulties by 

asking this ot the Brazilian Government; it is, 1n a sense, 

malting an sttort to assure that in the United States the 

debt propoeal would reoeive a satistaotory reception, thus 

bringing about t he sat1staotory results Aranha seeks through 

hi• very- muoh- appreoiated ettort. 

The suggestion ocoure t o the Department that perbape 

the comparatively responsive attitude ot the European 

bondholders oounoil group is 4ue to th~ ·distribution between 

Grades I, II and II as -contemplated in the Bra.zilian Govern­

ment's latest proposal. The Foreign Bondholders Protective 

Council teele that the bondholders it represent• are, 

correspondingly, at a dieadvantage. 
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- 2-

The following i1 for :rour own information and 11 

atr1otl;r confidential& 

Reference - :rour telegraa lo. 70, the lalt paragraph. 

The underl;ring concern ent.ert&1ned in the Departllent 11 

t ouched upon 1n th11 paragraJih. The Departllent lalev that 

there is a poseibilit:r atteapte would be made b:r the Britieh 

llovernaent to negotiate a clearing agreement v1 th the Braz1l1an 

Oovern.ent on the bali• of larger purohaeee from Braz1l . 

tor war needl. The Department ai~t have to cUeouu with 

the Br1 t1eh Government euoh a clearing agreement between 

Great Britain and Brazil. However, the reaction in th1e 

country would be oritioal and severe 1t it should develop 

that sue~ an agreement vae tied in with a plan tor pa;raent 

ot deb ts that gave the holders of aterling bonda aore f avorable 

oo~~paraUve treatment than the holdera ot dollar bonda were 

accorded. The feeling in this country would be that Bra&il 

vu ignoring the oo-eroial advantagu poase11ed in the 

American market, u well a.e the fact that mC?re exchange than 

ie allocated here ia created b:r American puroh&lee troa 

Brazil. !here ie not IIIIOh doubt that a eerie• of develop­

•enta of th1e natve wollld oreate the apreeaioa tha\ 

in the fane of d1ploaat1o aaneUTere of another ~d, the 

general llne of ov pod-neighbor polio;r ,.. aot eff .. tive. 

. . 
• 

• BULL • 
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TREASURY DEPARTMENT %246 
INTI: .. OJFI"'CE COMMUNICATION 

DAU hbruar7 24, 1940 

Joseph P. Cotton, J r. 

1181 Col .. bian debt. 

The state J)ep&rtaent int'oru .. that the ditficult;T betw­

Turbe¥ and the Council , due to the public atataiDent of the Council 

relat i ve to the tupora:t7 arrangement, referred to in 11/;f' memoraodua 

of Febru&rT 21, baa been aaUsfactori.q rMOYed , teBterdq 11hite 

aod Turbq bad a joint interrlew with u-P and .l- P repreaentatine, 

t.be priary objectin beinc publ.icit;T in Latin Allerica rather than 

here , to reJiedT the dtuaUon. Turbq is reported to be satisfied • 
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PARAPBRASI or TELmBAll REO&lvl]) 

moll: American Elllbaeey, Rio de Janeiro 

DATE: February 24, 1940, 1 p.m. 

NO.: 7l. 

247 

Refer to Embassy' s no. 70 of rsbruary 23, l9t0, l p.m. 

According to .lranha, he and the nnance ll1nhter 

spent a great deal of time 1n study on the debt situation 

last night in the hops of doing the best for us that they 

oan. A recommendation to President Vargas which they are 

considering is that Grade Ill be increased to fifty percent 

of the last year of the Aranha Plan t or every year in the 

present plan under consideration. (According t o their 

calculations, the payments to Grade III will be increased 

over the 4 years by tl,776,000. They also estimate that, 

as compared with the original plan of t he Finanot lfin1ster, 

the present 'plan Will reduce the amounts which are de­

voted to amortization of Grade I and Grade II by 

$3,600,000 and Will 1noreass the t otal aaount dsYotsd to 

interest in all the grades by $5,400,000.) Also they are 

considering the possibility of making a private commitment 

with us tor the amortization of dollar bonds by buying 

1n the open ll&rltst 1n the a111ount of tlo ,ooo,ooo oYSr the 

4 years, if the Department eo dss1res. PrBsidsnt Vargas, 

they belisYs, would authorize such an a111ount tor the 

8Jllort1zation of dollar bonda by buying in the open u.rltst; 

howsysr, authorization tor them to use this amount for 

any other debt purposes will definitely be r efused by 

the 
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the Pr .. 14en\. 

It. 1e oonhn4e4 bJ the \wo 111D1ehre th&\ t.hie 1e 

the 110et ther ou do tor ue at t.hie \ae. 'l'he re.a1JI4er 

ot the .ll"anba plan of ,.bi'U&17 16 woul4 not be •· .. eel. 

'l'h1e attenoon the \wo 111D1etere are t.o talk With toke 

Pr811dent on the debt probl-. I wae told b;y Aruha tha\ 

the 41ff1~lt1ee that h&Ye been enoountered 11111 not be 

d1eoloeed to Pree14ent Vargae 1n Y1ew of the tact. that 

thl7 are afra14 h& will 1netruot. thea t o drop the whole 

bue1neee and •1\ until at\er \he war t.o take 1t up 

again. 
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~~or 'fiLIGIWI DCIIftD 

ft01l1 Aalr1oan labu171 Jl1o de Janeiro 

DAR: rebl'aal'7 26, 1940, 8 p.a. 

io.: 72 

Be1'er ~~ JOUl' no. :58 ot rebl'ual7 2•, 1940, 11oon. 

It 1e l'llpeo~hllJ eubm~ted that 1t 11 '87 du1.re 

249 

~o report that .ll'aDba 11 aot111g Tl o~1ol!o He 

rell11141 ae, eapbaUoallJ, that earlJ1n Deo•bll' I etatld 

to h1a the tollov1Agl 

!he ooaparat1TI poe1Uon ot the dollar 1uuu, 
1D01Ud1Dg eta~l aJl4 .un1o1pal 111UII1 lhould be 
l'IOOgnl&ld a1 th17 Wl'l 111 the Ol'1g1Jlal .ll'aDba 
plan lfh1oh wae aooepted ae be111C relat1Til1 ta1r 
a1 between the holder• ot d1tterent 1eeuee. 

( 'fh11 had bun quoted to h1a tl'oa JOUl' no. 238 ot the 

12th ot Deoaber, 1939, • p.a.) I oarl'114 ou~ the 

1netruot1one 1n JOUl' no. l~ ot Janual'J 18, noon, Ybioh 

Wl'l 1n IUbetanoe that I lhould 1nd1oate to .ll'aDba that 

an otter Ybioh wae ba11d on eohedulll tor the laet Jeal' 

ot the .ll'aDba plan wuld be a etep t ol'Wal'd, around the 

•111:4le ot JaDual'Jo A tew 4&71 later I oarr114 out the 

\llltl'UOt10nl 1n JOUl' noo 1• ot Jan~ 20,· -i p.a., 11h1oh 

etatld that 1t -• gl'latlJ hoped that the r1nanoe K1n1eter 

v1ll Ull 1netea4 the tourth Jeal' ot the l.l'anlla plan aa 

the bae1e ot hie otter, and ~bat the tourth 7ear ot the 

.ll'aDba plan 71elde -• better peroentape to thl holdll'e 

ot Gradel III H TIII. 

A few 4&11 later 'Grade I t1tt7 peroent, Grade III 

~l't1 peroent • wae eugpetld bJ the Oouno1l 1 t11lt 1a 

Depera~nt'• 

• 
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Department's 18 of January 25, 5 p. a . FUr thermor e , on 

Februar y 17, I oarr1ed out the 1net r uoU ons 1n ;toelegru 

no. 33 of February 17, 3 p.m., wh1oh were to the effeot 

that the grad1~ relat1oneh1p 1n the last year of the 

Aranha plan eeeae to ~rov1de a fa1rly equ1table and rea­

sonable d1str1but1on as aaong all the part1es wh1oh are 

oonoerned; therefore, 1nsofar as oonoerne d1str1but1on 

among grades, the Department would not 1nterpose any 

obJect1on to any proposal wh1ch 1e based as regards 

dollar bonds on the last year of the plan of Azenha. 

It -a also stated by Aranha tbllt even White h1a­

aelf had told Aranb& that he oons1dered the or1g1nal 

Aranha added 

I 
schedules of the Aranha plan to be fa1r . 

that now that he has done praot1oal.ly everyth1ng we 

wanted, we are aek1ng hila to abandon the Aranha plan 

*o that st1ll more dol.lars can be obtained by us. 

CAFFERY 

EA:liBG 
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DEPARTMENT OF STATE 
WASHINGTON 

251 

rebruarr 28, 11140. 

The leoretar, of State preeenta hie ooapl1aenta 

to the Honorable the Secretary of the Treaaurr, and 

enoloeel tor h11 1ntoraat1on one oop7 of telegraa lo. lie 

dated rebrU&rJ 26, 1940, troa the Aller1oan Legation, 

Stookhola, Y1 th regard to the Sve411h Foreign !xoh&JICe 

t.v. 

llloloavel 

... " et ht'l"' ,., • 
t... ., .. , ... ~. 

..., 
:r; 
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r .. 
-. 
-
§ 
~ !::: .... 
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RFP PLAIR 

Stockholm · 

• • .. 252 

Dated FEbruary 25, let o 

REc 1d ll z55 p. m. 

SECrEtary or StatE 

Washington 

96, Twrnty- fifth. 

Rlksdag callEd un~pEctEdly today. Has authorizEd 

GovErnmEnt to put into EffEct ForEign ExchangE Law out­

linEd in LEgations dEspatch 254, JunE 15, 1939. · 

Rlksbank Govrrnor haa just suppli Ed LEgation with 

following outlinE or REgulations which hE rEquEsts bE 

communicatEd immEdi atEly to Cochran, TrEasury DEpartmEnt. 

Pltast also inform CommErCE "Fortign ExchangE REgulatio~ 

introducEd in SwEdEn as from Ftbruary 25. Only dtalrra 

authorizEd by Rikabank may buy or arll forEi gn ~changE 

against SwEdish ourrrncy. llost Swtdlah Co1111Ercial Banks 

arE authori zEd dEaltra . ExchangE availablE only for 

"' spEcifi Ed purposEs such as paymEnt of i mport Ed goode , 

frEights , insurancE prEmi ums , caumi aaiona , aalar1Ea , -
outstanding financ i al contr acts, travElling ap me £1 , 

Etc . Export of bank notu , chtcka, drafts and ~Er . _, 
billa of ExchangE and a Ecuri t i EI prohibi tEd txccft ·~!h 

ptrmi sai on. I mport ot bank notre, cbtcke and bi ll• EX• 

prraatd in Swcd i ah currEncy al so prohibi tEd. X.port ot 

ucurltlU 
• 

• • 
• 

• •• 

• 
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RFP - 2 - /196, FEbruary 25, fran Stockholm 

sEcuritiEs only through Riksbank or authorizEd bank. 

SalEs of importEd sEcuritiEs subjEct to REgulations . 

SwEdish Kronor balancEs ownEd by SwEdish rEsidEnts may 

not bE transfErrEd to non-rEsidEnt accounts without 

pErmission. Kronor balancEs ownEd by non- rEsidEnts 

frEEly transfErablE to othEr non- rEsidEnts and to rEal­

dEnts . PurchasEs of forEign ExchangE with non-rEsidEnts 

Kronor balancEs subjEct to gEntral rEgulations. Appli­

cation for such purchasEs through ~E bank whtrE balancE 

is hEld. ThE txchangE rEgulations do not affEct EXisting 

cltar1ng agrEEmEnts . ThE gold Export prohibition now 

txisting will bE madE gEnEral as from tomorrow." 

STER LING 

RP 

. . 
Regraded Uclassified
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HSM GRAY 

Paris 

DatEd FEbruary 26, 1940 

REo ' d 2:35 p . m, 

SECrEtary of StatE, 

Washing ton . 

259, FEbruary 26, 6 p , m. 

FOR THE TRE.ASURY FROM MATTHEWS , 

A briEf communiquE was givEn out following Saturday's 

CabinEt mEEtmg to thE EffEct tl:Jit it had bE£n dEvotEd 

to a study of "urgEnt and coordinatEd Eccnomic mEasurts" 

rEquirEd by thE situation and that thE lattEr would bE 

EmbodiEd in a sEriEs of dEcrEES to bE approvEd at thE 

nEXt CabinEt mEEting (prEsumably WEdnEsday) . 

An arrEtE appEarEd in yEstErday's Journal OfficiEl 

i ntroducing cErtain changEs in thE tExt of ArticlE 6 B 

of thE arrEtE of NovEmbEr 30 dEfi ning prohi bi tEd or 

authorizEd opErations in for£ign EXchangE (my tEltgram 

No. 2882 of DEcEmbEr 1, 6 P • m. , and dEspstobts numbEre 

5386 of DEcEmbEr 6 and 5467 of DEcEmbEr 15) . 

ONE) . 
• 

css 
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SecrEtary of Stat£ , 

Washington. 

GRAY 

PARIS 

255 

DatEd FEbruary 261 1940 

REc 1 d 3:47p. m. 

259 , Ftbruary 2S, 6 p . m. (SECTION TWO) 

Htrtafttr whilE 11ptrsons consid ErEd as FrEnch" (1 . £, rE­

sidEnts ) ~rt rtqu1rEd to turn ovtr to thE forEign txchangE 

offict within a timE limit of en£ month from thE dat£ of 

collEction, thE forEign txchangE r EcEivEd from t h E cashing of 

coupons or d1vidrnds on forE ign stcuri t it s , such d1vid tnd 

chEcks or coupo11s may in thE futurE bE cashtd any ti:nt wi thin 

a limit of thr t£ months from th£ datt on which thcy art dE­

clarEd or fall dut. Prtviousl y thE tutt limit for th£ sur­

rEndtr of such rortign txcbangE was two months from thE 

datt on which thE dividrnds wtrt dtclartd or thE coupons !'Ell 

duE . This additional month's ptr icd or gracE is prtsumably 

dut to unavoidablE postal dElays arising from ovErstas trans­

portation dift'icultiEso 

llURPIIY 

CSB 
• 
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StcrttQry of StQtE , 

Wnshing~. 

GRAY 

PARIS 

25S 

Dnttd Febr uary 26~ 1940 

Rtc'd 3; 45 p .m. 

259, FEbruary 26, 6 p .m. (SECTION TDREE) 

By thE toct of Q dEcrEE published in thE JOURNAL 

OFFICIAL of Ftbrunry 24, n 60 10001 000 franc fund is to be att 

up to EqualizE domestic and import prices of nitratE and 

phosphat£ fertilizErs - a measurE similar to thosE adoptEd 

for certain other raw matErials . 

Ano~ dEcrEE appEaring in thE samE issuE of thE 

JOURNAL OFFICIAL postponEs for an additional menth thE final 

datE for filing dirEct tax rEturns (hErEtoforE thE dtad- lin£ 

was Uarch 31 for bua1nEssmtn and industrialists whosE account­

ing year tndtd 1n DecembEr 1939 and March onE for all othtra) . 

FurthErmorE men sErving with th£ armed forcES arE not rt­

qu1rtd to filE a rtturn btfort Junt 30. 

IJURPHY 

• • 
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REB 
GRAY 

Pari a 

257 

DatEd Febr uary 26, 1940 

REc 1d 2:50 P• m. 

SecrEtary of StatE, 

Washington. 

259, FEbruar y 26, 6 P• m. (SECTION FOUR) 

A third decrEE requirEs all pErsona holding stocks 

of co t ton thrEad not prEparEd for rEtai l salE to submit 

a dEclaration of thEir hol dings within fiftEEn days . 

ThE s EcuritiEs mar kEt today was agai n listless and 

i nactivE but thE undertone was firm. Most r Ent i ssuEs 

advanced fractionally. Official cxchangE rates remainEd 

unchanged . 

The n ews of Swedi sh exchangE control has occas ioned 

l ittlE surpris E hErE . 

Six mor e opErati ng in t he black market wcr~r&etEd 

Saturday. 

(END OF tiESSAGE) -
MURPHY 

CSB 

• 

• 
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TREASURY DEPARTMENT 

WASHINGTON 

February 26, 1940. 

The r ecorda received tl'om the Naval Intelligence 
semi-mont hly cover ing t r ansactions ot Amtor g show t he 
toll owing payments to J . S. Bache and Company: 

Week ending 11/13/39 $5 ,200. 00 

• .. 
" 
.. 
• .. 
" 
" 

" 
" 
" 
" .. 
" .. 
.. .. .. 
• 
" 
" 
" 
.. 

• 
• 
" 
.. 
" 
" ... 
" 
• 
" 
II .. 
" .. 
" 
.. 
" 
n 

• 
• 
• .. 
" 

Total 

11/27/39 
11/27/39 
11/27/39 

12/2/39 
12/2/39 
12/2/39 
12/2/39 
12/2/39 

12/16/39 
12/16/39 
12/16/39 
12/16/39 
12/16/39 
12/16/39 
12/16/39 

12/23/39 
12/23/39 
12/23/39 
12/23/39 

12/30/39 

1/6/40 
1/6/40 

1/20/40 

5,716. 80 
257 , 042.84 
17,190. 77 

40 ,135. 23 
27, 521.21 

5,122.10 
7,137 . 90 

27 , 590.19 

6,848 . 80 (copper}* 
1, 932. 00 ( " 

34,244. 00 ( " 
13 ,697. 00 
34, 244. 00 

142,788. 00 
201 ,112. 80 

323 , 988. 00 
902.87 

98 ,175.84 
34,356. 00 

13,608. 00 

11.19 
473. 52 

6,714.54 

$1, 305,753. 60 

* Copper as indi cated hereon appears 
at'ter the t hree p8.J118nta ot Deo-­
ber 16, 1939 . 

• 
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!J1!01WOOII lOR TIIB SICREfWt 

Rtt Sbiooiw Situatloa. 

The volume of export f reight moving through the Port of 

!lew York has not materially changed since the pr6Tious week. 

The Associ ation of American Railroads report that the 

number of cars they are lightering daily show a slight incr ease. 

259 

It i s i nteresting to note that the daily average of between 700 and 

800 c~rs comp~res with t he peak movement 1n the World War of 1250 cars 

per day . 

The r ailroad l i ghters on demurrage number 116, pr actically the 

same as the week before . 

The grain in eleva tors, barges and r ai l road cars at New York 

sli ghtly under 4 , 000, 000 buahels . The r a i l roads report that the 

grai n si tuat ion at Philadelphia and Baltimore is l iquid, the large 

accumulation of c ar s having been pr actically cleaned up . The par cel 

rate on grain to .Antwerp reached $1.001 after '1'1h1ch the demand subsided 

The regular liners operating from the River Pla t e to North 

Ameri ca have booked large quantities of grain which is said to be 

i ntended for traDS~pment from New York to United Kingdom and 

Continental Europe. 

The requisitioning of tonnage by the Scandinavian governments 

i s crer ting a tight ship s i tuati on and the net f orm and time charter 

r ates a.re strong and poi nting toward still hi~her levels. 

A vessel was fixed for coal from ~ton Roads to Italr at 

per ton againat the last fixture in t hat trade at $10.00 • 

• 

Regraded Uclassified
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!be lateat ~t1oa •Yall4ble ~cates tbat tbe 

exportation or Bus, Bacon aDd LaM tJ-011 tbe Unlted States to 

united fingdoa will be co11ple~ slat orr untU such t181 aa 

Canada ill unable to supply surt1o1ent quantities. 
• 

• 

• 

Regraded Uclassified



• 

GROUP MEETilfO Pebraal"J 26, 1V40. 
lh~O •••• 

Present: Mr. ~ll 
Galton 
White 
'l'bo111p10n 
cotton 
COchran 
Gra'fel 
Baal 
Viner 
PoleJ 
Sohwara 
Klot& 

Oaatonz 

Gaston : 

B. M.Jrz 

Gaston: 

H. M. Jr: 

Gaatcna 

Jlr. 
llr. 
llr. 
llr. 
Jlr. 
Mr. 
llr. 
Jlr. 
llr. 
Jlr. 
Jlra 

Herbert! 

• • 

Chick juat told me tba t he beard from Steve 
Gibbona that Charlie 1Yeet waa threatened with 
an indictment. I gueea I had better get hol d 
ot Charlie and talk to hilll about it. 

Say i t again, will you? 

Steve Gibbon• reported to Ol.ick that Charlie 
West wan threatened with an indictment in 
regard to ecme traneaotiona in regard to thia 
coal bua1nell out 1n Ohio . Perhaps I had 
better get hold of Weat and eee if he knowe 
anything about it. 

Ia Ohio eateT 

For the preeent. 

Well, juat remember that moat or Steve 'oi bbone' 
rumora were nine t1mea out of ten wrong, 'but, 
ror tile record, rind out. 

All r1&bt, Herbert, what other good newa b&.,. 

JOU gotT 

J: don't belleYe I b&.,. anJ1:b1ng -re. 

Bdt Are JOU atill gloating! 

StUl afloat. 

• 

• 
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B, M, Jrl 

Fol&y : 

H, Jo! , Jr: 

Pol ey: 

B,M, Jr: 

Foley: 

H, M, Jr: 

Foley : 

B. ld,Jr: 

Pol&J I 

B,ti,Jr: 

• 

- 2 -

I didn't eay afloat, I eaid a-gloat, 

Winthrop Aldrich baa been called by SEC before 
the 1NEC life insurance inveetigation today, 
Gerry Geeell called up on Saturday and said 
that Aldrich wUl probably be on all day and 
he will probably addreee hhlaelf to tbe ques­
tion or excees reserves and he may attack a0111e 
of the Administration monetary policiee. I 
thought -ybe you 1111ght want to know that and 
perhaps designate somebody to go down today and 
sit 1n and ask Aldrich some queetions in case 
h e got off on gold and silver. 

I will designate Ur, Eccles, Did you see Eccles' 
letter to t he Workers Alliance! 

No. 

He knows more about these th1nss than anybody else 
1n the world, so I think he would be - why worry 
about W1n throp Aldrich when Eccles can question 
the President 1 s bud~t meeeage and working a ccounts 
and everything else? What legal authority do we 
have to spend the sold? He say a we don 1 t ha've 
any authority and all the reet of it. So I suggest 
the TNEC have Kr. Eccles come over. He haa all 
the anawera, I wouldn ' t bother , Let the go 
along. Who would nol'JII&lly - haven 1 t you got 
some boys? 

Yea, I have. I thought -ybe you might want 
Harry t:o go down today. 

_.,11, Harry wouldn't answer him in public. 

No , but he could tell our boya tbl questions to 

aak . 

Have we done that before! 

No, but th11 1e tbe t1rat tllae , I guess, we have 
been called on by enother agency to pz:epare to 
defend oureelvee. Be -. not do it, Jlr, Secretary. 
It is Jue t tn the event that he does. 

What do JOU t2l1Dk, Dan? 

• •• Regraded Uclassified



Bolli 

Fol ey : 

Bell: 

Fole y: 

Bell : 

Fol ey : 

Bell: 

H. M. Jr: 

Wh1 t e 1 

Fol ey: 

V.1l 1te: 

H. M. Jr: 

Cochran : 

- 3 -

I think he will do as Ed says. I was told 
Saturday night that that was the trend his 
talk wou ld take , but I qaestion whether the 
Treasury wants to get into thb argument. I 
don't Y~ow What necessity there is for the 
Treasury to answer these people that appear 
before the TNEC and I think you magnify 
Aldrich' s statement and it seems to me it i s 
clearly political. 

I think i t is political, too, and that is Why 
I think we ought to have somebody there that 
can ask him some questiono, 1n telligent ques­
tions, that will put him on the defensive . 

Is i t your idea just to have s o:neone there 
to hand the questions to members of the Com­
mittee? 

Either that or aak the questions themselves, 
either way. It doesn't make any difference, 

Are they permitted to do that? 

Yes . 

I see no objection to having Harry go down and 
slipping the questions to members of the Com­
mittee . It seems to me H would be better to 
have it coming from the Committee. 

O. K. 

You say i t will take all day? 

I don • t know • Harr:r. Be may be on all day • 
The hearing• atar t about a quarter after 10: 00 
and they u.eually continue from 2 100 until 4100 
1n the a f ternoon. 

Do :you want me to go \IPt 

I gueea ao . What elset 

When this eilver question came up during your 
absence • we found we didn 1 t have all of the 
deta1lsd date i n regard to purchase• here 

263 
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H.r.t.Jr: 

Viner: 

H. M. Jr : 

Vi ner : 

H. loi . Jr: 

Schwarz : 

R. lrl , Jr: 

Schwarz: 

R. li ,Jr: 

- 4 -

that you might require , so we asked New York 
the Federal Reserve Bank, to prepare everything 
they could from their recorda and one of their 
1118n came down this morning and gave us the 
summary and the supporting sheets will be here 

264 

w1 thin two days , ao 1t anyone needs those figures 
I have them. ' 

Doctor Viner? I hear you are here for two days, 

Yes . 

~ill I have the pleasure of seeing youT 

Yes. 

Give Mr. Viner 3:15 . 

Chick? 

Nothing. 

I gave Bell this clipping from the New York Times 
on this correspondence between Eccles and Glaeser. 
Vlbat we are thinking of doing 111 writing a letter 
t o the Board of the Federal Reserve and asking 
them first for the complete correspoDdence and 
second, 1nll1st on whether it 111 the Board' s 
opinion and depending upon whether it 1s the 
Board • a opi.nion or Mr. Eccles ' opinion, we will 
proceed from there . 

'lha t 1s fine. 

He doesn 't do this so often that - well , th.h ia 
just mJ personal opinion. Be says in previous 
Administrations we never carried balances of 
more than 250 to 300 millicn. Well , 111 every­
thing else in the previous Administration okayt 
And the Prellident speo1f1cally says in hb 
budget message what he thinks that the balances 
should be. The thing that aurpr1aee me is that 
no paper .baa got it but the T1mu. 

Norman, I think that thia is all r1gbt , but in­
&IIIIUcb ae the 9 a30 group 1a here, I think they 
had better pan on it. 

Regraded Uclassified



Thompson: 

H. loi . Jr: 

Thompson : 

- 5-

Vlant me to read 1t to themt 

I think you had better. 

'lhis 1e a memorandum tor the Secretary. 

"I . have observed for some time a need 1n the 
Divisi on of Monetary Reeearoh for the services 
of an Admini strati ve Ass i stant to relieve the 
Director of that Dividon of the burdensome 
details of the administrative YIOrk of his office , 
I am sure that •~ · V~ite would welcome such an 
arrangement 1n order that he might use to ad­
vantage the t ime thus saved to him for his 
study of monetar;y and economic probl ema. 

''We have 1n our service a lady who worked as 
an economist 1n .the Farm Credit Administration 
before her transfer to the Treasury five years 
ago when she lias appointed in the Division of 
Research and Statistics as a Senior Economist 
at $5, 000 per anhum. Her name 111 Uias Edna 
Lan i gan. ~~re recently Mias Lanigan bas helped 
to organize Washington's Self- Rel p Exchange 
and she has become an expert of the first 
order ·in Self- Help. In addition, Miss Lanigan 
i s an expert on problema of travel and leave. 
She haa great eXperience in both and would be 
able to at t end to all such matters 1n the 
Monetary Research Di vision. She ia adept 1n 
acquiring and arranging all -ttera relating 
to office apace and equipment. 

"I am confident that with Miaa Lonigan 1 a 
demonstrated matured judgment abe could not 
only aupervise the r.ork of the empl oyeea out­
aide of the purely profeadonal. p ersona but 
lend asa1atance to this office 1n the matter 
of having carri ed out higbl.y technical worlc 
a ssignmenta. 

" I earneatl.y r ecommend, therefore, your approval 
of the tranafer of Miss Loni~ to the Dividon 
ot Monet&rf Reaearcb aa an A niatrative Aaaistant 
with tull authority to a ct on all adm1niatrat1ve 
-ttera ." 

'l'hia i a _, raoo-cdation to you, Jlr. Secretary • 

• 

. ~ 
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White • 

Haas: 

llh1te : 

Bell : 

v.h1te: 

H, ld,Jrl 

Wh1te1 

H.U. Jrl 

V.h1te: 

H, )!, J r: 

Vo1'11 te 1 

B. M,Jrl 

llh1te 1 

H,lii,JrJ 

'lhlte1 

• .. 
• 

• 
- 6 -

Mr. Secretary, llhe 11 euch a valuable peraon 
I wouldn't want to deprive the Treaeury of 
her services. 

Not at all, 

I think ehe ought to be Adlll1n1e t rat1ve Aee1etant 
to Mr. Bell. 

I don' t have any need for one, 

Dann)', I wouldn't want to cramp her etyle by 
putting her 1n a ••11 div1e1on like mine, I 
think the three "E'e" cover tbe waterfront. 
I think they ought to 

You did it very well, Norman. 

I take it that will be lai d on the table, or 
under the table. 

We will take a vote, All tboee in favor - ­

I have got too many friends here, 

All 1n favor or ltlille Lon1gan being made Ada1n1a­
trative Aeeietant to Mr. White, aay •aJe.• 

(The motion was unanimously carried.) 

You will c0111plain, will you'! That aettlea that 
ars-nt. Have you got anything elaeT . 
Well, don't give the i:preeaion I ccapla1ned, 
Mr. Secret&r)'• I didn't mean I COIIIJlla1ned and 
wanted an Administrative Assiatant. 

You r-a:rked JOU had no Adminiatrative Aeeistant 
and bad to do it all JOureelt. 

That waa 1n reference to a TerJ epec1t1c job, 
'llh7 our records weren't 1n eucb ehape to gi"fe 
JOU 8011111 th1n6 qu1 aklJ. 

I U!o~t ~ woul4 facilitate it. 

I j-ut wanted to .Ue that clear. 

2SS 
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B.~.Jr a 

White a 

White a 

Schwar~ : 

H. ll . J r: 

Vlh1tea 

H. L!. J r t 

White : 

B. ll . Jrt 

White: 

H. II . J ra 

White a 

267 

- 7 -

It wam1 t a COIIPl.&intt 

Jfo, no. 

Then all right , we won't do it. 

'Ihat 1e the answer to the co1J1Plaint, that it 
wae not a complaint. 

You are eure now! 

I thought i t wae an answer to a maiden • e prayer. 
Think that one over, Barry. You c:an give me 
a better CQIIeback than that. 

All risnt , George . 

Oh, do you want to go ahead, Harryf 

I have here the notation that you wanted me to 
make with respe ct to the countervailing duti es 
on entries of e1llc pr oduota from I taly. I 
found there 1e a litt l e story behind that 1t 
you want to hear 1t. 

J\Uit that Mr. Hull called me up Saturday and 
eaid 1t there was anything in countervailing 
duties tor Italy, pleaae do not do it while 
!ir. Welle• 111 in Italy. 

Well , tllere 111 ec:~~~ething on the tire. 

Well , he is only going to be there two or three 

day e. 

They tried, apparently, to get something througll 
..,ery quickly eo they could settle it before be 
wae there, but they d.1dn ' t let ue know. llhen 
it came to ue we found something wae wrong with 
it, eo held i t up. • 

Wait until he gete to Berlin, then do it. 

But bad we known he waa goins over, it a1gbt 
have - DO, I don't th1Dit we oould ban done 
enyth1Da elae. 

'!here ~ a .-NJII'n- bare OD llortet pld 
p1'04Dotlaa tbat . I tlllDk JO'l woald be 1ntereate4 

• 
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H.Y..Jrl 

White I 

li . Y.. Jr: 

?Illite : 

R. M, Jrl 

Vlhite 1 

H,lt , Jrl 

~bite a 

H. M, Jr l 

- 8 -

1n the summary ot (February 26) . 

I wil l take your Ruasian stat111tica. 

'!hen there is a memorandUIII here on the first 
five months - trede for the first five months 
of the war, a summary. (February 26) 

We have here a compil ation ot the repl ies from 
those Latin American governments tnat have 
replied on a questionnaire which was sent to 
them about two months ago. I think you will 
find it qui.te intereat1ng , the summary of the 
statement {February 26) . 

Give it all to Mrs . Klotz, will you T 

268 

There is a letter which Danny Bell turned over 
to me for drafting an answer from Berle re- (Feb , 20) 
questing the Treasury' s opinion with respect 
to the Government 1 a attitude on this Inter-
American Bank. I take it that there has been 
no change . You will see the letter, of course , 
but I didn' t know 1f you wanted anything further 
now. 

We received a telegram, among others , from France 
that you may have noticed, that France is begin­
ning to adopt the same method that Ge~ di d 
1n a ttempting to promote . exports b¥ use of multi­
ple currency devices, and so on. {February 20) 
We have been -tch1ng and the first tmpreuion 
we get will h.o.ve to fall under the countervailing 
cases , 11' and when we do get such word. I will 
leave that sale of molybdenum to Italy wi th you, 
also . 

'/ell, you a re coming at l Oa:SO . 

Well , I t bougnt you wanted me to be a t the TNEC 
a t 10al5. 

Gi ve it t o Merl e. 

That is all. 

And H&.rry, have J OU got that thing mimeogNpbed 

now on gol d ! 
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'Nhitea 

H. l!.Jr: 

White : 

H. V. . Jr : 

Wh1te t 

H. M.Jrt 

Haas : 

H. M. Jra 

Baa a: 

Haae a 

Haaa a 

R, r.!. J rt 

Gr aves: 

Scbnr z: 

l! . lt,Jra 

- g -
• 

Yea. 

can I have that, toot 

Yea. I will see that you get it today. 

Anything elaet 

Bo. 

George! 

I have notb1ng but 'this routine report. 

, 

Well, ,-ou will come down w1 tb all of the papers 
this morning. They c 01118 down between 10 : 00 and 
1:00, all that stutf. 

All right, I will ~t it. There 1a one t iguN 
there, I tb1nk we have the latest one, tbe steel 
figure, wh1cb I th1Jlk is quite iqlortant. 

Up! 

Yea. 

Anything else! 

That 1a all. 

Haroldt 

l'fotb1ng. 

• 

• • 

Harold, there 1e a fellow coming 1n today from , 
the Ladies HClGle Journal who wants to do a 
detective story. Did you know about itt 

llo. =i: '~ben be aets bare sometime 8l'OWI4 llaOO 
I 111 •have you both 1n. '!bare 1s a un aDd 

Kitor of tbe x.AS.ea B-1~ aDd 
they ata,..S at tbe Wbita B011se tor two or 
three clqa azul I Mt the.. 'lo pass the t1M 
at a cis.zmer I told a OOQple of deteoUYe ator1ea 
Uld abe aa..-4 to 11k• th• &4 abe aut a un 
dom MN• I wUl tUl'D th• 0'1'81' to J'01l all4 

~-
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Bell: 

H, !f, J r: 

White : 

H. U: . Jr : 

Yl'hite: 

B.M,Jr: 

White : 

H,M , Jr: 

Yl'h1te : 

H,lt , Jr: 
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Dant 

No thins. 

\'/hat we are doing, Dan and I , and I thillk 1t 
ie the way to handle it, we are goins t o first 
write the Secreta.ry of the Federal Reserve 
Board. If anybody baa any difference of 
opinion - and a sk them whether th1e person -
a sk them for the complete correspondence be­
tween Eccles and Mr. Glasser and ask them 
Whe ther this ie the opinion of the Board or 
Eccles and then we will decide afterward what 
to do. I think abo a t that t ime we are going 
to i ncorporate - draw to the attention of t he 
Board that when they publish things l ike 
Dr. Goldenwe1aer ' s stuff on gold, they might 
show it to the Trea S\ll'y first . 

I have sane object ion - I haven't seen the 
letter , but I woul d like to read i t . I don 't 
like the tone of t his thing. I would like to 
read the letter and give it more thought. 

Well, you will have to work faat , Harry. 

l~en waa the l e tter publiahedt 

It 18 1n thie 1i10rn1ng 1 e papers. 

What 1e the hurry, won 1 t we have a day or twof 

The hurry 1a I am going to handle it 1n rtr1 
preae conference. I am not going to let Bcolea 
t alk about purely Treasury matters and get away 
with i t , that 18 all there ie to it . I am e1ok 
and tired or it . 
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One IIIU8 t d raw a distinction, Mr. Seoretaey, be­
tween purely Treasury matters and •ttera wb1cb, 
though the)' are Treasury -ttera, are eo broad 
and ao tundulental t b& t they a rtoo t all those 
who are concerned wi tb ge.neral economic and 
mcnetaJ'f e1tuat1ona. I b.a"f'en 't aeen the letter 
and I don t t know wb.a t be a aid, but I am a little 
bit disturbed, Mr. Se cretary, about that . 

Let ae read 10u one parappb, '!rill ,.out All of 
th1a oooperatlm stu.1'f 1a a two-wa)' tbi.ng. ,. 
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·.hite : 

li . !I..Jr : 

::ell : 

F. . I . Jr : 

. • !:.._rr : 

Voh 1 te : 

r. .: .. Jr: 

- 11 -

"The .Treasury's •;orkillb balance today i s 
approximately one billion six, Tentative 
estimates made in our statistical division 
indicate t.l'!a t w1 thou t any new finance tho 
balance would not fall l ess than a billion 
at the end of the present f i scal year " 
which is incorrect. " •• •• and maybe s~mewhat 
more if the sales of so- called baby bonds 
continue at t he present volume at •:hich the•r 
have been selling o f late . I understand t hAt 
prior to the advent of the p resent Ad~inis­
tration i t \".'Qs no t customory t o keep working 
balances in excess of 250 and 300 ~llion. " 
1"/hy 1s 1 t his bus i ness to l:> e •;riting t h i.n£S 
like t hat? 

I c oncede that , bu t I don't t hi nk i t i s the 
sort of t h ine t hat ou..;l'.t to be g1 ven the 
opportunity to the papers abain to build up 
and make much of and could easily l ead to 
that . I think sonet hinG could be done --

The town i sn 1 t b i s enough, Harry, for t he two 
of us . That is all thoro is to it. 

You say you are goine to sa y so~ethin[ at your 
press conference? 

I ao going to say alent; the lines tha t ,.,e have 
t alked, that i n vie" of 1:r . !::ccles 1 talk i ng 
ou t o~ turn - but by now I ~ used to it . 

That i s i f h e is t alkin£1 for the Soard . 

Or for himself. I mean, I am not talking about 
ho.: to regulate t he St ool' t:xchange on t he 
model T, or vrha tcvor t h ey cnll it, or t ll i :< or 
t hat or t he ot her t hine . 
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I should be 1nC' lined to l enor e it, !t.r . Secretary. 
I v;ish you would r e consider it in your pre ss 
conference . I don't moon ignore it through 
some other channel s , but not that one . 

This is more important than goinb up on the 
Hill. Get the letter. You have eot bet~een 
now and 4 : 00 o'clock. 
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Vihite : 

P. . ~ . Jr : 

Vlhite : 

ll . ! ~ . Jr: 

1\bi te : 

li . I' .Jr: 

t.'hi te : 

Bell : 

li . M.Jr: 
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Yes, I will read it between now and then. 

I am just fed up on 1t , You can ' t h6.ve two 
schools of thought as divergent as the one 
I have and he has expressing Treasury opinion 
and contrary to what is 1n the Presi dent 's 
b\\dget message, 

I can appreciate the situation completely and 
I a gree with you that he shoul d not , probably, 
have said what he did, although I don ' t know 
what he sai d , but I ~~ink it i s a very d i ffer ent 
question t han the one I am raising and I don ' t 
know if I am the only one thnt feels that way, 
If I am, I want to keep quiet , But it appears 
to me that you have stood so much up to now 
that I shouldn ' t like to see you reopen the 
subject and g ive the papers a chance again to 
make what they have previously. After all, 
there has been a lot of •1ork you have done to 
sort of quiet that down or at least you have 
coopero.ted to the extent tha t 

Lis ten, I had four members of the Boal'd in here 
and talked to them. In the room were Bell and 
the four members and Hanes and myself. I a sked 
him i f this th1n6 couldn't stop. Within two 
hours , Bob Kintner had everythlrlb that took 
place 1n the room. 

I think that merely emphasizes what I say. They 
are just looking for somethin.g. 

Why doe s Ecoles give 1t to them? 
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The more unwise be is , i t s eems to me , the more - ­

l'lhy does he continue to give it to them? If the 
President of the United States says that the 
wo~ing balance should be permitted to go down 

to what --

One billion one fift y. 

t~t bus iness is i t of Mr. Eccles ' to say in 
previous Administrations they let i t r i de at 
250 to 300, the inference being that that 11 
wb& t i t should beT 
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White : 

Vas ton : 

Schwarz : 

Bell: 
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I am no t ra!ai ng that question. I am not 
at t empting to def end hie position. I don ' t 
t hink that atatementa of that kind shoul d be 
made •:hen there is catfl1ct . The thing I am 
concerned 1011. t h , I shoul dn 1 t like to see any­
thing said which will give the press and the 
col=ists and others a chance t o rebuild 
again the sort o·f thing tha t t hey love , which 
is that there i s a fight goi ng on within the 
monetary authority of the Treasury against the 
Federal Reserve Board, or !.:orgenthau against 
Eccles , and they will make much of it and you 
don ' t know where i t stops . I think tbere are 
other ways , p1~bably. 

Thi s other group didn ' t hesi tate to have me 
v:ri te to Senator Norris that I thought the 
SEC should tal:e it, t his Associated Gas , and 
nobody thought it was necessary to submit it 
to Mr. White . 

That i s a l i ttle different . This business be­
tween the Federal Reserve Board and Treasury 
has a long background and if this hasn't al­
ready s tirred it up , a reaction on your part 
for t h e press will stir it up further. I f I 
am alone in that opinion 

I a gree wi th Harry. 

Maybe , ~lr . Secretary , ins t ead of talking out of 
t urn, if our attitude is the "so-.,hat " a ttitude 

I wou ld jus t shrug my shoulders and say , "See 
Eccles." I wou ldn 1 t di £llll fy his comments. It 
will gi ve the feeling that it puts you on the 
d efensive . I don ' t say I wou l d let it stop 
there , necessarily. I think there shoul d be an 
appropriate occasion after the thing cools down 
a little to have a clea rer understanding of 
criticism of Administration policy by cen who 
are presumably together behind the Admini strati on, 
but I t h ink that is a different kind. 

Didn 't you have in mind that lf they raised 
question a t your press conference, you were 
just going to s ay we were studying itt 

the 
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Bell: 

Bell: 

s.u.Jr: 

Be ll i 

B. M. J r: 

?/bite 1 

H, !4, Jrl 

Vi ner 1 

H. M.Jr: 

Viner: 

H. M. Jr: 

Viner: 

Tba t 1m 1 t what you aa1d men I waa ba ving 
'flC1 --

Yea it was, that we were atudying it. Yle 
were going to atudy1t, We were not go1ng 
to answer it in the presa conference . 

I said I · wouldn't &newer it 1n the presa con­
terence. 

Yee. 
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But i t doesn't keep me trom saying it is tJp1cal 
ot .Bccles . 

llell, it 1s typical all right , but there isn't 
any question about that. 

l'lhy should he have all the tun? 

Well~ I don ' t think you will get !\In out of that 
sort of thing. · 

Well, I do when I am excited. I have got to let 
go saaewhere. l lell, I will think about it . I 
know Jake wante me to go after Ecc~es . 

No, I don•t, not tha t way. I want you to go 
after him because I think it 1a very bad 
administrative practice and hurts the A~s­
tration's efficiency, but I think it would 
burt it still 1110re if you were to carry on 
your fight in the open, at least until you 
have tried to aee if you can 1 t solve the problem 
trom the 1naide. I would aay, object aa strenu­
oualy as you can to that procedure, but within 
the Admin is tra tion as part of the cleaning UP 
administrative proceasea. 

Do you believe that it 1a possible llo change hilll! 

Well, I think you at1ll have to try. 

That 11111 • t an anawer to my queat1on. 

What I would do ia , I wouldn't proteat to Boolea. 
I ..,uld proteat to the Federal Reaerve Board. 
ll*e it a ton~tl protut to the Federal Reaerve 

' • 
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Schwarz: 

l! .M. J r: 

Vlh1te: 

H. K.Jr: 

• 
• 

- 15 -

Board againa t a statement o0111ng from the 
Board. I take i t for granted it comea fr<lll 
the Board. Let them explain that it doesn't 
and dhavow it. 

Firat we ha•e got to find out whether it ia 
a Board -tter or juet a person. 

I wouldn't do that. I would aaaume that a 
statement by the Cha.irman of the Board 1a a 
statement br the Board and let them sar that 
it wasn't, but I 110Uldn 1t handle it at a press 
conference. I wouldn't say rou are studying 
it, because that sort of suggests that he has 
given you food for though t, but I would s1mply 
say that you have nothing to s ay. 

You can kid h1m along a little bit out in the 
open , I think. 

I have just been read1n{~e llazarene . There 
· 1s something in there about offering one cheek 
and then the other. 

I don • t think this is quite the same thing. 
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All right, let's adjourn. Barry ill out ofordsr 
on two count a . 

All r1s'lt, bring in the Benk of America. The 
11118et1ng 111 adjoumed, 

.. 
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TREASURY DEPARTMENT 276 

INTER-OI"l'IC:E COMMUNICATION COHJ'IDEN'l'IAL 

DAn l'ebM1U7 26, 1~ 

TO Secret~ ~~thau 

Mr. Haa~' 

Subject: The Bueinaaa Situatio~~, 
Weak ending J'abruar7 2'1-, l94o. 

Conclusions 

(1) While business indices haYa recorded further deol1nae 
during the past weak., additional eigne han appeared which 
suggest that this setback is l1kal7 to be or short rather than 
long duration. Currant indications of a strengthening under­
t one 1U7 be largal7 of a seasonal nature , but tha7 seaa eutti­
oientl7 nuaerous to land distinct encourageaent to the belief 
in a relatiYely short bueiness decline. 

(a) Earl7 reporta from steel producing centers 
indicate that steel actiYity may held steady tble week, 
tcllov1ng last week's slackening in the rate or decline. 
Reinforcing this tendency is an upturn in United States 
Steel orders to 52 per cent of capacity, from 35 per 
cent the preYious weak. 

(b) Auto11obile production last week expanded unsea­
aonally to 102,670 units, !rca 95,050 units the previ oue 
week. 

(·c) The Yoluaa of copper buying increased markedly 
laet week to the highest veek.ly total since last September. 

(d) SeneitiYe co .. odity prices in recent weeks haYs 
shown etabilit7 despite the business decline. Copper 
prioea haY& bean increased , and steel scrap pricee show 

eigne of firanaee. · 

(2) Our baeic business indioee tor January ehov salee of 
manufactured goode at an J'RB index aqu1Yalent of about 119, 
While the basic dee•nd index was reduced to 113, due to a 
decline in daaand tor steel. !base co11pare Y1th an actual 
FRB index in January of 120. New orders receiYBd during that 
month ware sufficient to support the J'RB adJusted index at 
about 109, v1 thout alloYing tor the influence of untilled 
orders, which rell&in ralat1nl7 high. 
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(3) Slnoe the trend or oo_,41 t:r prioee 1a llkel:r to 
plaY an llrportant part in the tlalng or the next bue1neu 
upturn, the rlae 1n prlo .. abroa4 in reoent -.nthe IUJ' be­
come aignirioant in o'llr buaineea outlook. !he erfeot of noh 
taotors •• foreign ourreno:r depreciation, aoaroit:r of euppllea 
abroad, and shipping 41rr1oultiee , howeYer, aate the foreign 
prl oe situation dirfioult to appra1ee in teraa of ita erfeot 
on United States prioee. 

B\leineee atren&thene aa epring approaohee 

During the paet week, a441t1onal. eYidenoae of a strength­
ening bueineu undertone haYe appeared, llhl.oh tend to 1n41oate 
that the bueineee decline now under wa:r ie liltel :r to be of 
short rather than or long 4uration. HoweYer, the longer-tara 
significance of thele deYelo~enta is •o .. what obeoured b;r 
the seasonal buelneea trend, whloh ia normall:r ri l i ng at th11 
t111e. 

Of -.at illportanoe ia eoae indication that the eenn 
weeks ' decline in eteel aotiYit:r ma:r be approaching a halt. 
New orders reported b:r the United Stdea Steel Corporation 
last week 1noreaee4 to the equiYalent of 52 per oent ot oapa­
olty fro• 35 per oent the preYiou• weelt. The deolne ia 
steel output -.derated laet week, &JI4 reports troa aoM eteel 
centers euggest that output eohedul .. for thle week IUJ' lhow 
little, if any, 'fUrther decline. A eu1t&1ned impronaent in 
the t r end, howeYsr, would require a further inoreaee in eteel 
orders 1n oolllng weelta , of llhl.oh there 18 :ret no oonolueiYe 
indication. 

Auto110b1le output laet weelt wee etepped up .,re than 
seasonally to 102,670 unite, yereue 95,050 the preYioue week. 
So110 ooapaniee haYs been toroid baolt to a fin-da:r week, owing 
to an unuauall:r good retail deaand for both passenger and 
oomeroial oare. A strong iaproYeaent in deaand tor oo-roial 
care and truolta is reported tro• both doaeetlo and foreign 
aouroee. 

A renewed expansion in oopper bu;rlng laat weelt carried 
the total. sales ot ret1ne4 oopper to the hlpest total ot an:r 
•eelt einoe laet Sept-ber. !l'*!e reports iadioate tha! aew tor­
llers for copper produot e booked by aanutaoturere ia th paa 
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two weeks haTe kept pace With the bU7ing ot retined ccpper. 
Shipments ot copper to doaeetic consumers, though down eb&rpl.r 
in Januarr, reaa.in at the higheet level since 1933 With the 
excepti on ot tour other aontha. roreign purchases ot tin.ilhed 
and seaitini shed copper product• have been increa1ing in 1apor­
tanoe , and are eetiaated in some quarters at about 25 per cent 
ot current bue1neea , aa coapared With about 10 par cant at t he 
end ot 1939. 

Bueine11 downturn wall discounted 

An encouraging feature ot t he present business situation 
appears in the tact that the decline in industrial production 
has been taken tor granted b.r such a large section ot t he 
business communit7 t hat it hae had verr little unfavorable 
psychological ettect. Reports trom purohaeing agents in the 
Detroit area to the Iron Age showed no appreciable inorea•e in 
hand-to-110uth or thirt.r-4&7 buying during Januar.r. A large 
proportion ot purchasing agents - - 73 per cent -- continued to 
maint ain a coverage ot two to three months ahead, and the pro­
portion buying lix aonthe ahead was but sl1ghtl.r lower than i n 
December. 

An indi cation that the business setback has been well die­
counted -- provided no new unsettling development ocoura - ­
appears also in the tiranese ot st ock prices and eene1t1ve com­
modit.r pricee 1n recent weeks in the taos ot sharp deol1nee in 
s teel output and in other ind.i oee ot business aot1vit,r . 

Basic indices show diverging trende 

Our baeic bue1neae indices , on the whole , ehow a alight 
weakening during Januarr, such ae uauall.r aooompaniee a aharp 

bus1neee decline. A we&ken1.ng in deaand tor ateel during 
Januar.r reduced our oompoaite index ot ba1ic demand to thl 
equivalent ot 113 tor the FRB index. (See Chart 1 ) On the 
other hand, the index ct aalea (.lower eeot1~t) indi­
cates that the otttake ct aanutactured goods during Janur.r 
1noreaeed to a rate equal to an rRB index ot about 119. 'l'heee 
oom'DIIl'e With an actual rRB 1ndex ot 120 in Januar.r . Conl1der-
1ng. both indices, it appears that the FRB index 1n Pebruar.r 
has dropped somewhat below the present level ot underl.ring 
demand, partiall.r correoting the moderate maladJustment that 
developed in the last quarter ot 1939. 
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The oo11poa1te index ot new orders increased TerT el1ghtlT 

in January. ( Sea Chart 2) I:Ten thoush eharpl.J' below the lnel. 

of earlier aonthe, new ordere in Ja.nuarT were euttioient to 

support production at a leTel ot about 109 tor the adJueted 

FRB index. To th1a influence auat be added, ot oourae , the 

sustaining etteot ot untilled orders, wh1oh rell&i.n high in 

various industries. OUr approx1aate index ot untilled ordera 

(lower aeot1on ot chart ) declined eoaevbat in Ja.nU&rT but 

remains subetantiall.J' aboTe the eetiaated pre-war leY~l. 

New orders eo tar in rabrua17 baye aYeraged l over than 

in January, but haTe held t or three weeks at a eteadT leYel. 

(See Chart 3 ) During the aoet recent week steel or der s have 

increased notioeablT, but th1a i noreaea haa been ot teat bT a 

downturn i n new orders tor textiles. 

Structural steal and lumber orders well 11&1ntained 

While haayY oonetruotion awards eo tar this year are 

22 per cent below the comparable 1939 tigures, the TOlUIIe or 

structural steel ordere in t he past three weeks baa been 

maint ained above the l evels ot both 1939 and 193t. For the 

week ended February 20, new orders tor fabricated structural 

eteel , platee, steel piling and reinforcing bare t otalled 

30,S35 tone, vereua 24,005 t one in t he same week laet Tear . 
. 

New ordere tor luaber ( aee Chart 4 ) haTe 11keY1ee been 

maintained &boTe .last Tear' a Tolume , while residential awards 

have declined. ror the week ended February 10, l uaber orders 

showed l eea aeaeonal decline than in t he aame period or 1939, 

and were 10. 1 per cent above the t otal tor the 1939 week . 

Residential oonatruot1on awards tor t he tiret halt ot rebru&rT , 

on t he other hand, ayeraged 9.6 per oent lower than 1n the aaae 

period last Tear . 

Pr1oe r1ae abroad !Al atteot outl ook 

Sinoe t he trend ot oo .. od1tT prioea II&T be expected to 

baTe an 111portant tntluenoe on the trend ot industrial order• 

during the oom1ng 11onthe, the price rue that baa been under 

WftT abroad e1noe the outbreak ot war loome as a potential 

factor in our buatneaa outlook . 

• 
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In Y&rioue oountriee abroa4 (ae indicated in Ohart ~ 

oouodity prioee in Deoeabar and January continued lhAi'P 
upward, rising to above the peak levels or 1937. One ooa­

aentator aentione that prioee in Great Britain have rieen 

more in 5 aonthe of thie war than they 4i4 in 15 aonthe or 
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the World Var, 4eepite etrong.otfioial eftorte to avoid 

prioe inflation. Pro• the end or laet Auguet to the end of 

January, the Econoaiat index or general ooaaodity prioee in 

t hat country roee 31 per oent . Reutere 1en1itive price index 

containing a limited number of ooaaodities (including Yarioue' 

r aw material• aubJeot to eoae fora or reetriction), roae 22 

per cent in that period. 

To what extent the riee in prices abroad is due to tao­

t ors that need not ra1ee pricee 1n the United Statee, and to 

what extent it retleots intluenoee that Will tend to increase 

prices here, 11 d.trficult to deteraine. 

Irreapeotive of prioe trende abroad, the indication• 

from yarious quartere that war buying in this country il 

i ncreasi ng euggeets that an 1aportant price-raising influence 

may be alread)- in operatio.n, the etteot or which 11&7 teapora­

r ily have been nullified by reduoed induatrial buying accom-

panying the busineee eetbaok. · 

Export figures t or January, both f or this country and 

Canada, retleot the increased volume of buying rroa abroad, 

though obscured by eeasonal factors which tend to restrict 

exports in that aonth. According to the Annal1et , the ad­

Justed index of United Statea exports i n January wa• the 

highest a1noe Maroh 1930, while the adjusted index or export• 

from Canada in January vaa the highest of any aonth since 

April 1929. 

Retail aales 1l1g)ltl.z lover 

The adJusted indax of department store sales declined 

slightly 1n January ae did the index of variety store sale1. 

(See Chart 6) Thie'a&T have reflected in part the Videspre~ 

unfavorable weather in that aonth, ae vall ae the alaoken1ng 

in general buainees activity and factory eaployaent • 

• 
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Rural retail Alee 1n Jan'll&l'r, on the other hMI4, reaohe4 
the h1gheet lnel a1noe ICaroh 1929, according to the &4Juete4 
i ndeX of the Departunt Of Co-erce. (Lower eecUon of chart) 

These ealea 1n recent ~ntha haTe cloael7 followet the treD4 
of tara 1ncoae. In Deoeaber (the lateet aonth availeble) tara 

income vaa 1~ per cent higher than 1n the aaae aonth of the 
orevi oua rear. Rural retail aalee 1n Deceaber exceeded thoee 
of t he priT1oue rear br 15 per Oint. 

Current bue1neae trend oont1nuee down 

'l.'be New York Tlaea bua1neae 1ndex dropped 2 .0 pointe 
f urt her to 96. 6 during the week elided rebruarr 17. W1 th all 
oomponente lower except tor a alight r1ee in the index ot 
lumber production . Preliatnarr cl&ta tor the following week 
i ndicate a alight further deol1ne 1n the steel production 
index, and a eubatantial 1ncreaee 1n the index of autoaobile 

production . 

• 
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F'ebruarr 26, l94o 
11: 38 A.m. 

I!I:Jr: Hello , Roe. 

Roswell 
l'agill: How nre you this morning? 

H''Jr: 

'!!:Jr: 

... 

~'Jr: 

!'. 

HI'Jr: 

... ... 
H"Jr: 

I 'm all right . How is your wite? 

Why she's coming alon~ all right, Henry. I i ntended to 
write you about it but I have been very busy. 

I see. 

Ae I said, she had to -- I think I said to J.!oKay she 
had one ot these repair jobs. 

Oh. 

And 1t occured on 1/edneadny, She was reeling prett7 
miserable tor a oouole ot days but she ' s coming along 
very llell now, I think. 

Yeah. !low -- well , i s there a chance for you to come 
down here tor a day? 

Yes , I t hink -- I think I nrobably could. I >~111 - I ' d 
want to take ancJther l ook at 1t but I think I can make 
it all r i ght. 

I tell you vhat I have in mind, Roa. 

Yes. 

We're haVing a great big tir,ht hare with the Allies 
in regard to closing agreements. Hello? 

Yeah. 

And Sullivan is takin~ the position, and he may be 
right • 

Yeah • 

But I'd j ust like to have you sit down and listen to 
him and then tell me Whether you t hink he ' s right or 
not . It ' s terribly 1m~rtant . 
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!'• 

Hl!Jr: 

!·! : 

Hl'Jr: 

!! : 

P"Jr: 

- 2 -

On oloei ng agreements' 

Yeo, with k~ericnn plante who have to expand, you 888 , 

Oh , yea . 

To take Allied orders . 

You eee? 

~ : Yeah . Well -- yes, air, I would be ~lad t o do thPt. 
Let ma see, th e - - t he bea t de~ would be Friday, I 
gueee . 

HHJr: 

~-! : 

HHJr: 

!!''Jr: 

\/ell • . .... 

Is thAt t oo late tor you? 

No , this argument i s going on, and on, and on . 

I oan•t qui t e hear you, Henry. 

This a rgument is going on t or a long time. 

!': I eee. Well then Friday would orobebly be all rigbtt 

!r.~Jr: Well, we ' ll make it Friday. I would ha~e li~ed to 
ha~e had it a little earlier but Friday ie all right . 

!': Well , I have olaeeee exoeot tomorrow. I have olaeeee 
on V.onday, Wednesday and Thursday. 

HHJr: 

~!: 

f!''Jr: 

... 

~!: 

I eee . 

So Fri day would be , I guess, the best time. 

~lell , we ' ll mAke it Friday • 

All r i ght . 

I mean it' s a oueat1on - - he fe~ls very strongly on 
th1e a~d I -- I'll arrange tor you to argue wi t h him 
in the morning and t hen see me at lunoh. 

Yeah. 
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H: 

!!"Jr: 

See? 

Yeah. 

How • s that? 

- 3 -

' ': Well that•s fine . T"'en yeu .. . .. . 

""'Jr: 

... 
Hl~Jr: 

I ' ll make the arrangements here . 

You don't-- well , I eupnoee I oay as well eo~e down 
on t he night train thou Ph anyway. 

Yeah. 11ell, I thin.lt you ' ll t ake oost or the '"IOrning 
to discuss 1 t . 

\tell , why don• t I co!l!e down on t he night train, then? 

And then go to hie offic e right away. 

290 

H: Yeah. I' 11 I ' ll see -- you want me to see Sullivan? 

'I' 'Jr: 

Hl!Je : 

... . .. 

H!-!Jr: 

Yeah, I ' ll arrange tor t hat . 

And I ' ll see bin t he f irs t thing Friday morning? 

That ' s right. 

All right. How• a everythinc; v1th vout . 

Pine. 

Well , it V111 be nice t o see you a~ain . 

I 111 like to see you. 

And -- I 'll be glad t o have a chance to give you any 
help I can. 

Right . tlell , I ' d like t o have yo u l18 t en t o him and 
then tell me what you t hink. 

' !: Yeah. Well , I ' ll be glAd to. All. right , thenk you, 

... Than.lt you • 

Goodbye, 

• 
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Adol f 
Berlo: 

Hl'Jr: 

B: 

!il!Jr: 

B: 

?"'Jr: 

B: 

I!''Jr: 

B: 

rr~ Jr: 

9: 

I!'' Jr: 

8 : 

Hl'Jr: 

B: 

'!''Jr: 

B: 

Hello , Mr . Secretary. 

How are you? 

F'ebrutll'y 26, 191!o 
2 : )5 :o.n. 

I hope you had a good vacation. 

What 1t was, was very good. 

I hope -- I hope What you had ot a vacation was a 
good one. 

It was . 

The r eason I ' m callin~ 1s t here eeeos to be a mis­
underotantUng or a very 81Mple mat ter. llhen you were 
her e , oh -- several weeks ago, I gave you a ~ou~ ot 
cables 1n rega.r d t o t he Braullan debt . 

That' s righ t . 

In a l ittle blue folder . 

Do you want them baok? 

I ' d like to have them baok . 

I ' ll see that you do get then back. 

That's what we've been try1n~ t o get out or your 
secre tary. 

Oh, I ' m sorry I di dn't r ealize what-- whet 1t was , 
but I have· them and I' ll see t hat you get t hel!l back 
at once . I' ve keot thel!l under lock and key with tho 
Bin~le exception or the Secretary. 

tlell, t hey ' re made up of cables we r eceived from you . 

Yes , I know. 

But it' s just the order and t he only set I have. 

Right . Hr. Secretary, I wonder so'lletime in t he next 
few days you'd have -- you ' d have a oouple or moments 
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'i''Jr: 

- ? -

to snare. There are one or two things that have come 
in here that sinoe lt.r. Wellee is away I should llke 
t o ohat with you about, it I may. I don ' t know that 
they're too i mportant so t hey needn 't be tiret on 
your Mlnd, bu t I'd 11ke to o.t least keep you advleed. 

P,ow about t omorrow afternoon? 

292 

S: To"'lorrow afternoon t~ould be tlrst rate. \-/hen .would 
vov like to t'lalte 1 t? 

~'Jr: 

3 : 

l!l!Jr: 

3 : 

t"HJr: 

11 : 

B: 

B: 

h1!Jr: 

3130. 

2:3ot 

No, 3:30. 

3:30- tirat ra t e . Let me also say- I am writine you 
a letter l iket~iee , but let l'le say persona.\ l y tbet now 
that the Inter-American Bank thing has ~one at least 
through t he first round I want ed to ~ive you my own 
thanks tor the very splendid oooner a tion your men gave 
and more especi ally 1-!r. ~/hi te. Those telloue wor ked 
l i ke 0 nig~ers• on t ha t Job and the tact that it di d work 
out quite smoothly I think is v~ry largely due to that 
f act end I , personally, am very, very much obl iged to 
them. 

Uell , I'll tell the!:!. 

As J say, I'm writing vou that for the r ecord but I 
should ll!(e to say eo to you neraonally. 

Thank you. (Conversation tedee ovt. ) 

Very well. 

It you bring t hat over with you tomorrow it ' s time 
enough. 

Ie that all rigbtt 

Yee. 
B: All right, I'll do that. Otherwhe , I ' ll send it. 
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t<11Jr: 

:9 : 

;r;!Jr : 

llo , no, bring it. 

F1no . All right . 

Thnnk you . 
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ST RIC TL Y CON F IDENT ! ~ 
TREASURY DEPA RTMENT 294 

INTER.OFFIC£ COMMUN ICATION 

DAT& Fobruar,. 26, 19~ 

TD Secretary Wor pntbe.D 

~t 3 o 'clock thio afternooa the Secretar:r reoelved, b;r appointment, 
llr , w. !louoauu. General Caahier of the knk ot lra.nce, who cue to 
New Tarle i .D December to opeD tho opecial account of tho ll&llk of l'rance 
with tho federal lloeern Ileal< of !lew Tarle to talte care of :rreoch war pur­
cluoo .. iD thlo countr;r. 

Ia. llouooeaoo 1o ret.,..nl.D« to france on lt4Deodo:r, 7ebrD&rf 25, to 
re iJil.Of h1o 4DUoo in the llaDk of .Prance, llr. Martial, Junior officer of 
the Bank of franco, bas arri.-ed in li'"' Tort tU>d has boon 'brotoD 1D 'b7 
l!r. Roue stan to n.ceeed h1a. lfheae repre .. ntat1••• baYe ao ott tee no• 
clooe to that of the French Purchasing Cou1so1on. Ia. l!ouaseau e:zplained 
that the accoUDt •• apparent17 wort1DC with enUre aaUotaction, end 
aatnll'ed. ua that all french Govermoent pa,..,.,nto were colD« throll&h it, 

llr. Rouauau atated thnt he might r eturn to this country if the freDCh 
decided to taka t itle t o Aaericen dollar aecuritiea owned 'by their Dation­
ala, end tleairad to diapoee ot them on thh -.kat, 7or the preaent, th1a 
1:14tter Ia atill uocerteiD, tinoe France hat not evon completed a cenouo 
of such holdiD«t• Wr, lloua eeau aaked the Secretary bow thia buaineu ahould 
'be handled on our -.rket , when the time comeo. !be Secretar;r ellplai ned that 
tbe !ritiab procedure had worked iD a coneral l;r aatiafaotor7 manner end 
rocouendad t hot a al.ailar procedure 'be followed b)' t ho 7reDCh, 

1/r. llouaaaau unofficiell;r let the Secretarr know t hat he iDt ended to 
r eport t o tho lreJOCh lliniater ot 71D&nce llOIOD the quastion of coiiCliadona 
CJ'Illtld Oil frODCh officia l parebe.aeo ado OD tha AaOriC&D Ml'ltet, l!oUOOO&D 
e:~plaiDtd that 1t bad beOD cuato!IUT 1D the past for :French firu 'bu71D« in 
thla countr:r to recoin fr .. the oxportero a 15~ coaaaiooion. So~~etl.us the 
JIID'chaaera orp.nl.aed an ..Uoer1c:an ccrporetioD l.Dto 'llhich t hio commiaaioa •s 
paid, !he proaent practice, Rouoeeau ropor~od, Ia for the ~lean •JPOrtera 
to rotaiD 5~ for their ow e:zpenaeo, and t o let tho ~ co to tho lrODch 
'bunra. 

Oa ~hit poiD~ , ~be Secretar;r raarlted ~hat ho •o aware of at laaat oDo 
.Uotrican &allufacturl.Dc coDCem pa;rl..DC 5~ co•iaaion t o ih 01111 eJPort coD-
cern, omed b;r 1\, Be t hoDCht th1 a raaeoD&blo, OD the other be.Dd, be aoTerol;r 
condemned tho practice of l.Dterae41ar1ea -.king profita out of war con~ract a. 
He hod reoo•OD4o4 the purcbe.e1ng of war •teri ala OD ~hit -.ket b7 ~he lrenoh 
OonnuoeD~ it10U wUh ODe aporta.ot ai• of thi o polic:r bel.Dg to olaiD&U c...­
C!haioaa, Be aaw DO raaaon wh:r coal. ooiOD "'r'Dta 1D lrance ahould collect OD 
PlU'chaaea act1al17 •de 1D ~he IJDitod Statu b7 officul bu;ring ageDta of the. 
lrtDCh OoT&rDMDt, 11r. !IOI:luO&D ertdon~l.7- •o UDhapp,. ovor -~ he •:r th1Dl< 
iDTolTed ~ho lroDch agento now 1D tbio ooun~r7 poclteUoc co.aioai ono, and 1.,... 
h11do to ropor~ ~hi• -~ter "*'"" h1a arriT&l in P&rh. Be aloo complal.Ded 
about lro11ch .. D of til1 tarJ ace b• l.D« 1n th1o countrr wHh the pgrcbasiDc 
00

:1ainioaa. $~~-------------
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Pre11nt: 

Kr. Purv1e 
llr.Coohran 
llra. ltlotr; 

February 26, 1940 

10: :SO a, m, 

RI(,Jr: Row are things? 

Wr. Purvis: I was Just wondering if you had 
heard afiYt!i1ni&l)out the arriTal or Professor Rlat 
and Wr. Gwatk1n, I understood ther were arr1 ving 
t omorrow. Blooh-Lalne 1e s1ok 1n bed and I dld not 
ask him the origin or his information , but I have not 
h~d anything direct, but I spoke to Monnet t hat day 
and hs seemed pleased. 

HI( Jr: J(r, Bull1tt spoke t o l.lr , Monnet yester­
day and~deratand all arrive on the steamer th.is 
Friday, 

llr, Purvie: The news I hAd was TuesdaY. Now 
1t1 a FrldliYf 

~~Jr: He aaid a ll or them, Pleven, Jacquin, 
R1at an watkin. 

Kr, PurTis: Capt. Collins will not be back - - no 
chAnce ot lntertering with his hol1daT• He'a run dOWJt 
and neede a Taoation. 

HM Jr: My informant is Bullitt who got it rea­
terdey ~Monnet that they are all coming on the 
same ateamer that arrives this Frider. 

Wr. Purv1e: 'l'hat gives me whAt I needed. 

HM ,Jr: Al.W47s gl ad to tell you about your aaso­
o1ateel 

Kr. Purvis: They are not allowed t o oe.ble anyth1~. 

:ss 
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- 2-

I oould have gotten i t if I had telephoned Yonnet. 
Monnet will say a lot or things over the telephone 
t hat no censor would pass in a cable. 

On that airplane program, I have tra~ed t his 
Herald-Tribune t allow to hi e lair. Do 70u know who 
1t 117 It i s a llall named Taylor ot t he Aeronautical 
Society. He ' s r eeponaibl e t or the article that aP­
peared while 70U were awar and we only round that out 
yesterday afternoon. He & at 729 16th Stree t , ver7 
near to ou.r ottioe and he baa aPPftrent17 twice , acting 
on t he receipt or certain i nf ormati on, he haa deliber­
a tely thrown this ldnd o r 110nlte7 wrench into i t . 

IAI .Jr: I f you are going to talk on that , do you 
mind U I have my man come in who hAndles thatT 

Wr. Purvis: Not a t all. I would like to get 
t his bird, because I think it antbo¢7 could hurt the 
program, he could, the way he's going at it. 

Hll,Jr : That does not ohaok with our information. 
Wa will t ell you what we· have. 

l.lr. Purvis: I got that trom Sir Louie Beal. I 
hi m 1n aa public relatione man. 

Hll, J r : He said it gete to TaylorT 

llr. Purvis: Hera 1 a his note which came, a very 
eecret meaaage to me last ni ght. Ae a matter ot fact , 
I think end article or·two like that would be sufficient , 
wi th London a l ittle JumpJ , to change the i r minds. 

(Mr. Schwarz oame in at this point.) 

KM Jr: Mr. Purvis wae Just k i nd enough to t ell 
me what~nows and you tel l him qui te trankl7 what 
you know. 

Mr. Purvis: Here's the not e I got trom our man 
yeaterdat, who tlnall~ traced it, he thinks he baa 
traced 1t. He said 'two weeks ago tbe Herald-Tribune 
r an an article which referred to Allied buyi ng being 
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a menace. • On Friday night our release reached the 
He rald-Tribune man in New York. (It wae our second 
attempt, We went from here and wrote one, Beal 
was here, which was fortunate . We handed it to him 
and I had him in on Friday beonuae nothing appeared. 
in the papers . However, we got it i n on Saturday, ) 

'Through the Aeeooiated Pres• 1t reached the Herald-Tribu• 
Information Bureau in Washington. The Avia tion Editor 
in New York and the representative or the Herald-Tribune 
in waahington immed1atel)' consulted a un named Tatlor, 
connected with the Aeronautic Chamber ot Comma~ce, at 
729 15th Street . The opinion sxpreaeed b)' the Herald­
Tribune was that ot Taylor . I do not know as yet it 
he has an offi cial position with the Aeronautic Chamber 
ot Commerce. I am pursuing further inquiries.• 

llr. Schwarz: I have heard ot the man. 

HM,Jr: Tell llr, Purvie your story. 

wr. Sohwar~: We were naturally concerned about 
the story. I got a call late Friday ni~ht saying 
t hat there was one announcement and what wae t he other? 
And here came the Herald-Tribune story and I talked to 
the Herald-Tribune man who covers the TreRsury and he 
sai d i t was not hie story. Then he t alked to his of­
fice and called me baok yesterday at home and he said 
he was told 1 t came trom somebOdy 1n the Embassy, not 
one at the top and not the financial representative, 
but somebody who had discueelone with the Mission and 
he eaid further that they were sure, felt sure, that 
the i r source wae correct. 

Jlr, Purvis: Wil l you do something t or me? Ev­
erything is poaeible 1n a st range world. Would you 
mind chasing up tb1e Taylor end. We will chase it up 
t oo, But nothing could be more likely t o tln1sh the 
pr ospects ot a program t han some man pecki~ away, be­
cause, after all, he started pecki ng and it e pecking 
ue. It does not mattena tenth as much to you it we 
get tapped like that . It ' s an indirect tap. 

HM~r: The Tribune man has never lied to us. 
Tell llr rv1B about Havae. 
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Mr. Soh~~~ Havas called also to aak, attar 
the Trib\llie stor7 appeared, to aelt if there •s an,. 
baaie for it and we said as far as we knew there was 
no ba.ds for the Tribune stor,., but it apparentl7 bad 
come, r epresented itself at least, as coming trom 
people related to the Mission and not from us. I said 
I did not see what basis there was for it. And then 
he sai d, •well , the important thing ie tor us to get 
planes. How about that? • I said , 1 That1 s a dealing 
be tween your folks and the plane people.• Then he did 
say further th& he bad heard that some of the plant 
manufacturers themeslvee, and that's wh,- it ie inter­
eating to mention the Aeronautic Chamber of Commerce, 
he said some plane aanufaoturers themselves were utter­
ing criticisms and were asserting that they had dis­
cussed it with you folks, whereas I believe Yr. Bloch­
Laine or some other person had told the Havas man you 
had not . 

Mr. Purvis: We have not had any d1acuseions 
aince the recent meeting in t his room and oaly did so 
when the machine tool question was up, on February 7th. 
We did not meet them after that. Capt. Collins did all 
about tha rearr~~~~gements on options. No, I t ell you, 
if you read the Tribune article carefully there isn't 
any question, it seems to me; but what it comes from 
the industry in the main. And of course I read it 
simply as a trading article i n order t o i!IQ)rove their 
trading position and I think it ' s very unnecessary be­
cause that ' s not the spi rit we are entering on it and 
I t hink it will only tend to spoil the deal. 

IDI,Jr: The thing that bothered me, Mr. Purvle, 
was in the part where to referred to a tax matter. 
It wae eo oloae t o e~reeeing your views t hat that ' s 
what disturbed me. You eee? 

Mr. Pu~s: Well , really, Mr . Secretary, I &Ill 
very worried &out that , but as for taking any move 
that would prejudice ~ chances of getting it settled 
I am not so fooliah. On the other hand, you know as 
time passes a situation l ike that becomes known to 
more and more people. ror instance, the Hercules Powder 
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people are constantly at ua. You see, they regard 
us ae having been the ones who tai led . Now, I don't 
know who they talked to. I preeume they are reason­
ably oaretul, but , on the other hand any peopl e who 
feel ae s trongly ae they do they can f t do what we ask 
and knowing they are held up completely and when t hey 
are held up completely t here are Yarious channels. 
Since you let t we have had quite hard going. w~ can't 
11coept defeat on that. We have had to go without the 
powder. What we d1d iDillled1ately was t o get two law­
yers ot the W1aaion together and ge t them to get legal 
talent to come talk with l&r. Sullivan here and Mr . Bell 
to see what toot roda t here was tor further 1110ves and 
t hoee have been goi ng on in good order between those 
t hree sete ot lawyers and Wr. SUllivan saw them. Some 
pr ogress ie being made • I retuse to have any hope in 
this thing now and yet we are actually puah1ng, inch by 
inch and pushing Hercules down the lane , I think. Now, 
whether we will ever get them to the point when we can 
meet the situations, but what they are now exPloring is 
14r. Sull1 van in talking with our tax lawyers i ndi cated 
why he had been so much against closing a~ements as 
distinct from a rul i ng, and we gathered principally that 
it was because Hercules appeared to push in that agree­
ment a great deal ot improper stutt. We immediately 
climbed on Hercules ' back and tried to stop that and 
yet we are in the unfortunate position, it ' s t he only 
place we can get the powder. They did finally meet 
us hlllt way and I think now there h a chance t!la t their 
lawyers, who are drafting an agreement with ours such 
aa t hey would acoeP.t, t here ia a chance Kr. Sullivan 
ll&y be able to agree to it . That I don• t know, but 
t hat' e tor him to say , but that' s what .. e Ret trom our 
lawyer s . I have not been back to l&r. Sullivan yet. 

Hhi , Jr: Chic, you use whatever4 i ngenuity :rou 
have t o see it i t does come traa the Aeronautic Chimber 
ot Co~~erce . we naturall:r can' t go to the Embassy and 
wouldn1 t . 

l!r. Pinsent: I think we might be able t o scout 
around. 

Wr. Schwer~• Have any ot the Aeronautic people 
been to the Embas sy? 
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Wr. Purvis: That I don't know. I only got 
last night. We were puzzl ed, beoauae , after 
every other paper took our thing ae it stood. 

Wr. Schwan: All I asked t hem wae how true wae 
this etory and they sald •we are eat1eti ed it1 a a good 
story• and then Gregory went ahead and told what he knew 
about 1t. 

Hll,Jr: Baa Gregory enr lied to you? 

Wr. Schwarz: 
I t ' s not hie story. 

He 1 a been perfectly above board. 
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Kr. Purvis: Firat I euepeoted one ot her possi­
b1l i t;r and that was the machine toole makers, who know 
about the tax thing, might be turning against it, but 
I decided after reading t he arti cle oloeel;r that wasn't 
the oaae. Mr. Sullivan asked me t o do the beet selling 
Job with the machine tools to accept a ruling and I think 
we have succeeded, but I think they might have heard the 
Hercules ator;r and got it trom them. 

(At t !lle point Mr. Schwarz l ett.) 

Kr. Purvis: I am very sorry about that , because 
frankly I thiiik It is very IIUOh against our interuta 
in every way and the previous article which came out ••• 

r',Jr: And the tact it h t he Herald-Tri bune 
gives i a partisan tinge. 

Kr. Purvis: It's another 
dig with any stick we can find. 
ae caretul aa we con. 

chance to t ight and 
we are trying to be 

And to go baclt Just a 110ment we are, as I sald, 
we are worried about the tax. Another three weeks 
have gone and though, as I say, we think we are driving 
Hercules inch by inch and we etill hope Kr. Sullivan 111&1 
beable to accept what t hey are moving to, we don ' t know 
it &nd it1 a going to be, in any caae , depend on one 
thing! whether Kr. Sullivan will be able to say that 
kind or a closing agreement we can do, because Hereulee 
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have dug their tones in and said they can't ae tar 
ae the other ie concerned. What I am afraid or ie 
it 1a a precedent and we don't dare sign that contract 
with an unknown liability depending upon Congressional 
action in another country. We don't dare. One prec­edent would be dieastroua, aa you poi nted out on the 
22nd or December, and another thing, I think it would 
create something or a bad aituation at home. 

HK Jr: Mr. Sullivan is not here and I am not up on i~ 

Yr. Purvis: I don't want to worry you about that. I have aomething alee. 
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HK Jr: Wre. Sullivan has Just oreeented him with 
an eight ~ound baby boy eo 11111ybe t he world looks d1trerent. 

Yr. Purvis: The other thing ia, on the powder 
situation, I just wanted to say thie: we have now lost so much valuable time on this order t hat thAt ehortage 
or 2,000 tone that resulted from the Walt lll\ln Abbey ex­
plosion is becoming or maJor seriousness and I am pur­
suing this line -- I t a lked with Capt. Collins before 
he lett, but it waa not necessary to hold him -- I am talltlJ"€ to Admiral Speer today at his suggeetion. We 
are wondering ir it would be poeeible to have t he powder 
makers, it you are not short or powder; it's not the 
kind or thing one gets very abort ot -- it they could 
work with us tor two or t hree months and then take later 
deliveries back again. It's 1118rely a:queation or chang­
ing specirioati ons alightly ac I intend to take that up 
i n regular channels. 

, .Jr: I would go through regular channels and sea hO>r ar you get. 

Kr, Purvis: But I am going to press 1t rather urgent!)- because I have l1 ttle tel1ng now that, it Kr. 
Sullivan ia willing to go torwnrd a little way and it 
we could atrord to wait Just a little longer we a1ght 
get Hercules into a situation where we could break through. 

Coming to eaaentia l materials , oan we cover one word or two on that? 
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The Rist and Gwatkin visit. I thought if I 
could get a general line as to how we might try to 
handle any discussion on essential materials. I 
mean , what I should avoid and what I should try and 
do there. They come, or oourse, to diseuse contra­
band and all this kind of thing at the Embassies. 

HU,Jr: At the Embaesiee? 

Mr. Purvis: Yea. You eee, the cable said 
they would be attached to t he EDbaaeiee for contra­
band control purposes and they d1acuaa oontrband con­
trol with t hem but with the understanding that any 
diacueeion in regard to eaeenti&l ~terlals would de­
pend entirely upon them. They would be a.ailable to 
meet .... 

HI( Jr: I would suggest this: That you have a 
talk w1~eee two gentlemen on eeeent1al l!lllterials; 
f i nd out what they have in mind; then you and I meet 
first. 

Yr. Purvis: Yes, I think that's right. 

1114 Jr: We meet first a fter you hAve had a 
chAnce ~e them. That fivee me a chAnce to say, 
•wall 1 I could take th1e up or give me a chAnce to 
'alk to the President and aay •How f a r do you want me 
to go in this matter? • . 

Mr. Purrts: I found Q1aelf going back to the 
f irst principles and wondered if the paeeage of the 
trade treaties had eased the eituat i on and then I find 
it had not. 

HI( Jr: I think the t hing to do would be find 
out fro~m on eeeential, critical war materials 
what the7 have in mind. Then you and I sit down , 
talk it over, g ives me a chance to think it over and 
poaaibly diaousa it with the President. 

Mr. Purvis: In that case I think I will leave 
certain of these pointe and talk with you a little 
later on the broader aspects ot it. 

-
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HM ,Ji: And, incidentally, you may be interested 
to know have not got the tiguree here , but Mr. White 
informs me -- let me read what he has here. Well, tor 
your information, and you got this •trom the air• ••• 

!.lr. Purvis: Yes. 

liN" Jr: January 19:59 we shipped $52 ,000,000 of 
molybdenwil to Ital;.- . January 1940 we shipped $90 , 000,000. 

Hr. Purvis: Dollars? 

HM,Jr : Dollars? 

Wr. Cochran: Thousands, not millions. 

HM Jr: Yes. Thousands. Thanks. February, 
nothing~ in 19:59, and in the tirst two weeks ot 
February 19401 $221,000. 

Hr. Purvis: That confirms - - ~hat gives the 
figures on the same informati on that has been worrying 
our peopl e and on whioh we have cables. 

!Dl, Jr: Total tor last year wae .409,000, 

Wr. Purvis: Yes. That'e what they teared that 
the nations contiguous to Germany are now beginning to 
sharply i ncrease. What one oan do •• ••• 

HM,Jr: We can 1 t do anything. 

Wr. Purv1e: That becomes a question or contraband 
control . 

!Dl Jr: You have Gibraltar. Tha t ought to be 
useful ~or heaven's sake remember you heard it over 
the radio. 

Nr. Purvis: Yes; quite. 

There is one subject on molybdenum which is a 
l ittl e more urgent and t hat i s the question of what can 
be done with Climax and other pr oducers here in order to 
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take eare ot wb&t they are doing. After all, you 
made the f irst auggeetion and they tell in with it. 
We then went baok, at your suggestion , to the other 
aide and said 1 What can you do to t one up consumption 
in 1940 in order to Justify their cooperatheneasT • 
You remember at that time it wae belieTed the molyb­
denum consumption in Grea t Britain and France tor a 
year was between 'Z,ooo,ooo and a,ooo,ooo pounds. Now 
they haTe made some progreas and estimate now that 
they will actually conaume 9,000,000 pounde this year 
in Great Br1 tain. 

HK,Jr: Waen' t that t1gure 10,000 , 0007 

llr. PurTle: That waa a d1t terent tl.gura . That 
was what Cliii&X would like us to t ormal1u contracta 
tor. You remember the maximum put 1n each contract 
wae 11,000, 000 pounde from all the producers tor the 
two countries . Now, then, the eatlmate which I gave 
to you, the one which hae not been handed to Climax , 
but tor your pereonal information, when I brought in 

~ o 4 

the aeoret figure ot 7,000,000 or 8,000,000 pounds 
actual consumption, and that was the p roblem, the diff­
erence between the two, and then Climax came to ue and 
suggested 1it you could formalize contracte tor lO,ooo, ooo• 
there being three main consumers, the Riverdale, (second 
name not underatood) and then Contour llolybdenum in Parle 
and the idea ot the 10,000,000 pounde it tb&t Oomtour 
takee about t our-tittha ot the French thing was the7 
were in ettect aaking ua, they aald they will collect 
the balance ot one million pounda from France in orders. 
In ettect it mesne that the tull II&Ximum or ccntracte 
ot 11,000,000 pounde waa what the7 would haTe lilted to 
see formalized, lly understanding ie the thought under­
lying that , it it did reeult in aome emall measure ot 
stocke at the end ot 1940, it would enable them to take 
care ot their etocltholdera during thie 7ear. That was 
put OYer. 

!IK,Jr: When you eay 1put OYer• you 111ean poet­
poned? 

llr. PurTle: Ho. I cabled t hat to London S&7-
ing 1What can 7ou do along those linea?•. Now, the 
9,000,000 pounde ia what they come back with. They 
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have been able to raise consumption, they reel, in 
the two countries to 9,000,000 pounde, which brings 
it within the realm or a possible arrangement along 
the linea suggested. They have suggested, however , 
this: you asked the conceaeion trom these people and 
they made the concession and you aleo asked us to try 
and find out some counter- etteot concession, They 
asked it it would not be better to show what can be 
done, otherw1ae would it not be better it there is 
anythi~ to be done as a oonoeeaion to t hem tor it 
to come tram the souroe which as~ed t he conceeeion 
from themt 

~·tfi: I would rather have you tell that to 
thee, an en it I don't hear anything trom them 
I take it they are aatistied. 

ltr, Purvis: That<' s the way you would rather 
have i t 

dish. 
I would rather have it . It's your 

l(r, Purvis: Yea. 

HM Jr: And I would rather have you serve it. 
It they~t think the helping is big enough, then 
they come back and any, •well, now, we thought we 
were ~oing to get a bigger helping than that" but it 
we don't hear tram them I would rather - - I appreciate 
your o~ter to let me hand 1t to them. 

Mr. PurVis: I teal that's the correct course, 
but you would rather keep out or i t. 

HK 1Jr: Ae much as possible. 

Mr. Purvis: Then t here are ons or two diffi­
culties I woul d like to get your advice on. It s 
easy to deal wit h Climax, because I can deal with 
Hoohsohild. There 1s also the question, any arrange­
ment we make must be similar in background with t his 
which was with t he producers ot molybdenum 1n this 
countr y ae a whole. That creates problems with ue 
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an4 _, be IYIIl leal I'Utl'1ot1on of OlltJIIlt, 'l'hd 
alao 11 Yll'1 .alb Ia ca4 an4 anf1;h1ng that 11 4one 
aoul4 be 40M Uw oUwr •&J• 

W.ira luppoa1nc fOil t17 u • 

.It lim•• A prel1J11Dar7 talk with Boohaoh114, 
Juatq OYII' 1:bl groiUid, otherwiae, aa I get oar 
cabll4 111Yt11e, .., people are anxtoua to nplore a ••1 of pU1q '' u. 'l'haf fHl th1e, 1t appeara 111 
t he oabll quUe 41t1n1hlf, tbat 1naofar •• tbo11 q­
t1t1 .. U.t were lb1ppe4 to Jlula1a an4 Japan were obrt­
oualJ '11111U •P ltotllt PIU"POHII that thl7 414 not NPI'I-
nnt Nal. aaau1 1Na1n .. a. lnerthll .. e thiJ oaD 1 ee 
Cl1.U1 1141 of tbl p1ot1ll'lo 

•.h'a I 'IIOU14 rathlr fOil talk to thn aD4 1f 
I 4on't"""'iiii', I take 1t thef aN eathf1e4. 

lr• l!arY111 If I l'llD 1ilto the other Ju .... 

~· •••• I .. alW&JI haN. 

IE• P'fall Do fOil th1nlt th111 YOil baye DO 
objeoUoa, ~t1 to Olll' ..Ung the point with 
thea tbat tbe •-'1£1 .. ooDttcuoaa t o Gel'MIIJ are be­
coa1111f fti'J 1~. 

W.ira YU, fOil OlD 40 that; I oan' t. 

*'· lfti•• Y11; quite. '!'hit 11, •• a -tter 
of fact , &I~ & l'IIIOD &I &n7 for t hl otb«r OOUI'IIo 

....,. 11"11'· low, tor fOUr 1nfo~UoD, n 
ba4 a NtiJ1' ,_.1111 1no14ant }Iappen on a ah1paent of 
molf'b41- '' Jbaalla. wa •toh thall boata •• theJ 
weN belftl laa414o 'l'hlf wll'l putting on !10 tona. 

a=. Attbnftl 400 4I'WII• 

10 ,_ of .. ~. wh1oh •• Utah 
OOJIPIF ~- blat _. 1014 to a eonoel'll 
bJ tbe Ooaneot10il'· 

•• Qt•"'Mt Yllo 1ft11pple an4 cn-te. 
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JM.lra Wb1pplo ud Obo&M. You lllght look 
to ... 'If"""Jw baft UJ oontraoto wUh tbea. Whipple 
and abo&'-, of Coa-DHUo•t. .... Grooo 11 l'Ho14ent. 

lr• hry111 .U4 that 11 bo1ftl lh1ppod! 

~~ I su-•• U 41d, biR thll'l -. another 
ho eh1jjiiiil1 of 150 toftt oaoh and when we drlw -- thl 
Stat• DlpartMnt 41d th11 at our roquut - tho atten­
tion to the Utah Copper the1 were n:r1 angJ'J' becau11 
thef had a wr1tton oontract to 1811 1 50 tont lP Wh1pplt 
and Choate tor tho1r o.m ooniiUJIP1;1on and to l])lc1f1ed. 
then tho7 leU'Mf. that tho1 were acU ng at agent tor 
Aatorg, wh1ch 1t proored th11 were, tht Utah Copper had 
41 nrted thl ohl~nt whloh .. •• route. 

D1•orto4 0111 and held lUI the other; 
eh1p the lute 

llll.J:r: So theJ were Yll"f good about 1t. So that 
annue is ol0114. It 11&1 be that 50 tont got through, 
but we ta~nd tbat Ald:org no 1111~ lh1pple and Choate 
at their b1l11111 ageatt. 

fllat br1ngt M to th11 th1ng: that 
the ila1_., who hat 'bien ••rr oooperatln, to' 
tho _,, with 111 hea411ng aJI7thlng hero -- the JIGfal 
C&na41an lkNJltod Polloe O&M alaa« w1 th a perofeotl1 &M&-
1ng ttorr 'baaed on ~ 14oa that Jul•• ll&ohl •• tbl 
Aatorg 8gent and ba4 been ozpelled fro• J'r&noe at •o• 
prn1oua po1nt 111 h11 oaretr. 

•.Jr: I ban a lot on Julet Bache on the Aatorg 
but1nllle 
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de nUll being a etrd~gio u.ter1al. (that • 1 WJ'O~) United 
Statu Mftl autboJ'iUee are loakiDg at thie utter 
w1 th great oare. Clhiet agent ie one Julee Baohe who 
1t ie reported •• deported tJoc. J'ranoe in 1917 tor undesirable aotiTitiee.• 

III.J'r: J'ul.u Baohe 11 &11 llixed up in th1e sale or copper through Kexioo. 

Jtr. Punh: He h, h he1 

BII,J'r: Oh, 711! And I think he1 e got d1reot 
telephone 1lnee whioh he put in to Medoo and we han 
been watoh1ng that too,but there 1en1 t m ch we oan do 
about it, but at leaet we know J'ulee Baohe 11 Ye!7 actin. 

Mr. Pury1e: Yu. 

I!M'J'r: J'uet a eeoond. (Reterr1~ to a report on 
hh deelt. Again th1e 11 h1ghlf confidential. I think 
Julie Baohe ie confining hiaeelt to bu71ng the oopper 
that the Allltorg lllldeo 

Jtr. Pury1a: •Biqing troa dealere and d1reot tr011 
produoere; ooneu..d (1) large quant1t111 trOll Anaconda 
and American 8Mlt~ and Refining• h the eto!7. 

JI(,Jr: lle1 e wr7 actin. ft1e particular report 
dou not ehow it, but the .berioan 8•elt1ng 11 one ot the 
people. Aaer1oan S..ltere are the pr1ao1pal purTe7or1 
ot copper and Jul.u Bache, we han not been able to run 
down Juet where, but he does enter into the picture. 

llr. Punie: Yu; quite. 

lll,J'r: But not 1n ao17bdanu. 

Jtr. PurTle: lo. 
denua ••• 

You would not credit the 110l)'b-

lii,Jr: I know it ia not ao. 

Kr. tyn•: Yea; quite. 
tact, worrle • .uoh aore. 

!hat, ae a utter of 
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Hll.Jrs r1ny tone got ont and we actually ... 
each boat ioa4t4 &114 we ha'ft a -.n there at the boatt 
are belng loa4t4, &JI71;hlng that1 e golng to Ruelia and 
tbat1 • how n oaught t he 50 tone and then tbt 4a7 'we 
caught lt n traot4 lt to tblt oonoer~n OOIUIIotlont 
'but tbat1 e all and that wat Utah Copper, And their' 
u n •• 'ftry IIUOh exerolte4 and, at I 8&7, be a topped 
the !50 t-whloh were tnrontt and cancelled the other 
50 tons, 

Mr, Pql"flst Ytt. Yte. 

Hll,Jr: But bh oontraote ea1d epeoitioally for 
domeetio ooneu.pt1on. 

Mr. Pur'f1e: So it was po81ible to put control 
on it, 

Ill Jr: Ytte But the Jules Bache thing, 1t 
you get &;ijjh1ng sore on that I would 11lte to know. 

Mr. Pury1!: I would llke t o put another piece 
of infol'IDatlon on the table and thet 1e that the nego­
tiation to puroball aolybdeliWII from Norway ie 'being 
puehed hard. It'• not quite concluded, 'but i .nYolTel 
500,000 to 600,000 pounde whlob the .Ul1u feel ther 
baTe to get. 

Hll,Jr: Bow euoh 11 the aaountt 

llr. Pul"flt: Between 500,000 and 800,000 pounde. 

~ ohro• and oolom'blum. 

lii,Jr: AID I rlgbtt Greece pr oduoee obromeT 

Jlr, Purfit: Yet and we baYt that under control. 
We ba'ft the o'lii'O• e1tuation 1n band, and the other 
reall7 I thlnk lt sort Wldtr your fingers than anJ­
'bodJ' •· Chro•, ooloablua and tantalua. You are 
the 'blg blqert of thott or••• I wae gol~ to aell: lf 
&l'\7tblng had ooat ln on thatt 

lii.Jrs Unfortunatel)Y!,~t ~!: ~d0!0t~:.~n the Hill, but you (Cochran 

• 
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part1oul&r aetale. 

Jfr• PuS!" You are tbt pr1no1pal lllporter 
of the ONI &D'IIb&t WI AN Ylr'f &ftX10UI about 11 
re-eiiJ)Ol"t. Obro• 11 apparentl.J qu1h a ke;r pol1-
t1on and the Geraana' atooke loolt to be lower than •111 
or the other • 111nt1ala. 'l'heretore, 1t we oan keep 
the 11d down there 1t m1ght be nr:r 111P0rtant 1n tr;r1~ 
to ehorten th1nga u,p. 

low, h&rtng bad Canada 1n atnd -- Cbrht1e, aa 
I aa1d, haa been extre•l:r oooperat1Ye and be' a under 
1natruot1ona, or oourae, to a4't1.ae, wo~ with, the 
State DlpartHnt, but be alked •, knowing of our tal.lt1 
on n1okel, he gan • a oop;r or a •moranc!ua wh1oh be 
waa g1rtng the State Depart•nt wh1oh he !elt you should 
know. '!'hat 1 1 tor ;rour t1le. 

III,Jr: Can I take a alnute and read th1a. 

Mr. Pyry11: Ye1, beoauae 1 t bring a ue up to date 
on n1oltel, 

RK.Jr: (Read1J1r. the att&obed aemorandull.) 

What th1a a1UI up to, w!lat I th1nlt the;r are th1nlt-
1ng or do1ng 11 allowing Japan 4997 t ona. 

lhioh the;r feel would be ab•olutel:r 
eafe •••• • 

•.Jr: , , u aga1nat 11-1/2 tboul&lld ton a •. • 

~ ~!l , • , that the7 a11ted t or. 'l'he;r aake4 
t or 11, ~iiall# and then there 11 taUt of 7,200 
and I - tbll'l thl;r are oona1dar1ng 4,000. 

fii.Jr: Rae that been 11ttled? 

~Y1e~ I haYe not aeen Chr11t1e ;1~:t;:~t 
week. • a:r lateat. HOIIInr, I oan geu a matter 
1n!oraat1on on that 1f 7011 -be: baJ;e:o!u we started 
or taot, I haYe 1left )loping t • thing I u 
with the 1dea of VJ1ng to ... ~~-~!n:or realtY feel 1t 
holding 01&1' people along t .... .,.._ 

• 

310 

Regraded Uclassified



we oan preTent N-eJI)OI'tatloa here u oa1 
d1ff1oult to ~· tor a 117 aeeurano • 

4 
not be 

thatbwblre~~111\ar7 neoeee1t1ee or a1~1;!:;'::!I, 
can e uee.. •• 1.11 exouee, thl -..,1re ehoal.d t 
materlale abandoned hire whloh I underetand ~ o::• 
ot the worr1ee 1n 7our alnd oppoelte the ao•·bd 
people. 4J enua 

It 11 now tentat1Yel7 contemplated 
I w11h would tell our tr1en4, Obr1et1e thl•• · It 
the7 could, well, bold ott do1ag -- tbl7 d~• t _: tbl7 
ar1 all right tor Jlaroh, aren•t th17f 

Jlr, hry?.e: I got tbla to ••• 

111~1 But the7 go 1nto the .. oond quarter. 
I would-ni'i to haTe an opportun1t7 to lhow th11 to 
the Preeldlnt beoauee hl 1 e part1oularl7 lnter .. ted ln 
thil thlng. 

~8~1 'Iee. And I th1nlt 70u oould ao-
oompan;Y ~ the 1nd1oat10D -- I lllan, our line 
ot approaoh 11 neoeee&r117 different trom 7our1. 

JII.Jr1 I underetand. 

Mr• ~II We haTe to work on tbl baail of 
doMetlo ne .. or 11111t&J')' neoeealtlea 1nterter1Dg 
wlth dolng anJthlJig, beoaull after all, ae I get 1t 
flooa our people, tbe flrat thlag 11 wu ettort. We 
auet win the war. £ad we haTe to keep our banda tree 
along that llne beoaUH IIOYII in war blOOM aore 41ft1-
oult, but there 11 no lntent reall7, we oan aue tbl 
exou11 of doaeetio needl or a111t&r7 neoeea1t7 to per­
mit _,lre eouroe1 to blooM tbe aeane of 1111bet1tut1ng 
tor •o•thlng 7011 aTOld getting out of thla oountrr • 

•• Jr1 I appreolate that, but troll th11 thlng 
the7 1&7 no t~blr export pending -- all I aa ultiag 
11, tbe Pree14ent will be baok on the ~rd. GiYe • 
a daJ Oil' two , 

lr· lvy111 o.Ma11117· 
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w111 get right on to that, becauaa he • 1 interested in 
thie thing. You aeef 

Nr. Purvle: Yu; quite. 'l'hen there h on1 
other problea or euent1al •teriall which abould be 
dilcuued now and that i1 in cobalt. You remeomber 
that wae Just euggeeted in a cable criginalty ae being 
a difficult problea and one on which they would be cabling 
me later. It ie apparently quite an important item. 
Japan, 111 found recently, •• allting cartel tor 1200 
tone. 'l'hey used the excuae that that ie used in t he 
pr oduction ot scientific gaaoline by t he Fieber 'l'ropebe 
p roceae, which ie synthetic gaaoline trom cobalt. The 
requeat, howeYer, we round waa proaoted by a local 
German tira in Japan, Ahrende, and our peaple a.re a 
bit euepioioua becauae Japan's iiiiPort e have rhen; trOll 
2~5 tone in 1937 to 820 tone in 19~8 and 820 tone in 
1939 and the:r now are asking tor 1200 tor 1940, which 
will be an increase of alaoet five times in the three 
years. Alao, any information we have a1 to their 
gasoline producing capacity makes ue feel that those 
quantitiu are disproportionate. I havit bad two cablu 
since :rou have been away. Rohkana ie the bigger copper 
producing company, Onion Kin! ere which 1e the Belgian, 
and then there are the French, Finnilh and Canadian in­
teruta. The Belgians are the innuent1al people who 
can toroe a decision a little bit one way or t he other 
and that wae the anag in getting it blocked. Ho111nr, 
they haye finally agreed, owing to coabined activitiee 
ot the others, to 11a1t demand t o 400 tone ot cobalt 
metal tor 1920 and troa 100 to 120 tone ot oobal t oxide 
whioh 1e the aYirage of the laet three years. !low that 
1a the be1t they could get the Belgian~ to do and there 
are eOIDI cobalt etocke llere and I t hought I would put 
1t on the table that on Deoember 9th there •• 410 tone 
ot oob&l t metal and 176 tone ot cobalt oxide and I Juet 
mention that in case you wieh •• •• 

HII,Jrs Who owne it? 

• 

• 

ot con­
that , 
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A plalll •'-1 ore. 
Oobal~, , -. powll 1IP on ~t..~. 
h& 1 allo:r 't"&l ue, · 

ror 1BI~anoe, 
It' 1 an allo:r; 

I ~hlnk ~h&~1 
I all I - B01BC ~o -- ahl 4711, 

1ndu1trlal d;re1. One 110re •aorandua wb1oh I ~h111k 111gb~ 
be of lntere1~. Here 11 J'tiQl' oop:r. It lbow1 wba~ 'WI 
are tr;r1ng ~o do and the defeoh of 1 t and 1~rellg~h of 
1 t &I 'WI 1ee U &t ~- aOMil~. • 

Ill ,Jr 1 Rlg!Rl 

(A~ ~h11 po1n~, llr, l'urrt1 &l'ltld ttat h11 Naaftl 
beac off ~- reoor4. It refel'l'ld to the 'llllt&Torable 
pre" lbgland .hal ~Ill ge"lllg Oil the lllo14ellt 1ll thl 
Korweg1an watere and ~he Be~ a1r oeneorehlp alld be 
expr111ed the fl&r that h11 people were blooa1ng IIRI1-
t1'fe &Dd are PHil~ hla.) 

•~!lr: I know perfeotl:r 'Will what :rou are ea:r1ng. 
It lln'l'""ii""r:r effeo1:1Ye w1th •· 

~brn.ll I aa Bot tr;rlng to prlll JOUe 
appreo1~•••· 

Jfi.Jr: Do we 11ftdernand eaoh othlrt 

I 

llr. Pury111 Ablolutel;r. I hul wol1ted on th11 
&11\IJIPUOil -- - I ~" -- al-r• la:r a:r OIU'41 on the 
table. 

JM.Jr: IUP'-
It thlre .. a 11 ttle f"l1ag llk• 

that woo•l" better -llt10il 1t to J'Oile 

I WI* I told :roa that I don't reepond 
t o preaiUil=i"'n•EJ well. roa oa and•rltand• 

IE• hrJ111 ..,. abeolutel:rl a.oauee I doD' t 
e1thlr. !liifuoe 'JII'eldJir • a 11ttll bardll'• 

W • .Trl 'lllat'• tbe11' prlnlege. 

• 
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1 t. 
Ill'. Purne: And I u d8Ughted for tbea to do 

Jll.h.o: I tb1nlt rena will get noh turtbe 
me 1f wi""itir on ezaotlr tiM .._ bade that .. r a:t:n. 

Mr. Purvil: Which I u thoroughl7 contented with. 

Jll__..lr: fhe onl7 reaeon I lint word to rou b7 
P1neent""'i'60\it the art1ole 1n the !r1bune, I felt that 
that •e thl k1Jld of preeeure, which to uee the ex­
preea10D •would get rq back ~· 1f 1 t o ... troll l:•bai•J 
aouroee. Let' e 11&7 it d1d. 

Mr. Purne: 1'11. 

IW.Jr: !bat it wae, ae we call 1t, •a planted 
etorr•. 

JCr• Purne: I woul4 deprecate it thoroughl7. 

IDltJr: !bat' e the wrong •7 to etrolte ••· I 
don 1 t wan to bl stroked. want to be Just the war we 

314 

have. But tbrcNgh tht paJ)tre ie abeolutelJ tht wro~ • 
way to handle ... 

lr• Purylt: I hope 70U realht .... • 

!W.Jr: I do. 

I will 40 nerrth1~ to prevent 
bt1ng dent. 

~~ I don't eet how - under the oirouetanoee, 
you are"""'5ilin~with neutral natione. I u doing eo­
thing o~lete out of •7 f1tld and taking great PI!': 
eonal rieJte. don't th1nlt rour Govet~~~~~nt 1r011ld ge .. 
anrth1ng 110rt ~ UJb047 1n Waeh1ngton. 

*'• hry111 I aa appreo1at1vt of that, ae JOU 
It now; ,..17 appreo1&t1'N, &J14 I will oerta1nl7 do enrr-
th1ng in ., power to ••• • • 

-.,..1 .&114 ..,.,.ado~' lullltt appreo1&tll it too. 
He ' 1 blii"liin a week _. ten ~ and Jt_. what ~ 

,. 
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e1 tuat1on h. Bllt we are getU• along "1'1 well 
and I - liON than w1111ng to keep 1 t Juet as 1 t 11. 

Mr• lfrn•: Oa the other hand, 1t'e better for 
me to A1 a bing like that beoau11 I ara prooeeding on 
the ground ot 1oardl on the table•. 

lll.Jrs It 1 e all right to report 1 t as long ae 
you don't put 1t 1nto ute. 

Jlr. Puryie: I proa1ee. You lla¥ be IIIU'e of 1t. 

OOo-oOo 

• 

• 

•. 

• 

• 
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STt.T £JIEliT SHOWING THE CABADilll EXPORTS 01' IIICUL TO JAPJJJ AJfD TO '111! 
UNITED SIATE§r OORDO tHE CAHJI!!B YEARS 1929 %0 1939 

Calendar 
lapap On1ted states 

years £n. Value £n. Va1ue 

1929 4,566 • 172,696 778,189 $17, 347, 846 

1930 2,130 79,323 508,866 11,915,186 

1931 2, 236 75, 228 296,863 7, 007, 471 

1932 3, 705 130,064 165, 344 3,924, 189 

1933 6, 363 268,076 419,02.3 9, 995,125 

19.34 17,724 799. 909 500,152 12,080,198 

19.35 17,456 665,907 668, 0.37 16,117,522 

1936 28, 821 1,223,677 942,310 22,583,514 

1937 101, .342 4,053,712 950, 235 22,679,764 

19.38 15.3, 992 6,047, 749 518, 036 12,385,745 

19.39 2.3.3 , 10!7 8,rt97,G~Il 1 ,149,8~6 28,743, 45' 
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!Q!! SICillt ~ hllnarJ 20 , lNO 

/l.AA t ~"""' -· '.t:. "t) - '. -· 0 
- o.L-. 

ml'aftft I'IIOIOUJ.a Pelt 
!D 'IUm!'IU. C. IICUL IXPCia'lll 
D~ ... QIIAI» '1'0 OBII! !IIU 

-.... -!'IIIA!'IOII 

11a .,... a.. 1NI .. ~~aw .. tt..lllabl 

O~'• •v._Atns ... - ••-..u wUia Apna" 

oua'-1 tnall.S IIIII '- el ld*-1. ~ ... 

-s or 1111 '•• till a q ; appU.s ro. -Pan pendta 

tor 11110 ohts .. to ~ - - tw 600 - " 1Nft 

...,17 1Ja ~~ • - o tbw to. tll& - to lie eJppe4 

tlaa laU• pu' eC ~~ t• dotllftrJ' -17 1Ja ..........,., 

'!boaa pend.ta ...... sr-t.s. .......... • tlaa ·- ~~~q~•t 

p-s.t tor Uaa tM - -. later bal4 1111 1114 wu not 

1aNI4 n-117 -w ftW..U'J' lith, tile D..lokel ta be u­

por'-4 to liiPU' • tba as. DIAl IWI11 , adl,_.. trca 

't'UIOOUYII' hbrlsal'7 htbo ~ tba ~l1Y11'7 Ot tile pl'l­

ftl' b&l.IM• Olltet·1•ns baa lie• aprM4 onr tba tl.l'at 

qurMI' ot 1MOo 

n 11 - ._at:lftl7 -~t-s ._, • l 
twto v ...,, ..-u wU1 lie 1lftl4 p =,. t1aa ....... 

!be Om'dtM ....... UlN haft ... uplarlns 

tba peadl»111t7 ot 1Jalt1tat:lns NPII'' ...... tfllr 11.1*-1 

a.apar'-4 41l'Mt tl'Oa OM"'"' ta otlael' tbD IU"IIIIK ~ 

tt..tl.,., "*111111 ·- pr1D01ple ot alloaatlOD 11bloh 

-.lcl ,., 
(b) 

(a) 

1le appl101'bll " l»>Ua l.,.. - tba ai'-l 
StatMJ 

.nwt a .srutll ..-.u. 1Ja ohis-ta ta ... t __ ...,, ... 

aUw tw _ _, __ .,ret.• e4 4 .. ...-. ................ ,., ..... 
All ....... -u. tor lMO e~ U8 ..-••• 

el/ 
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ot tM • ._... 4lr"' llll~ta ot D1oal r... Ol'"dr 

to lapua Uld tbe 111alte4 Statea ln the tlYe oallll4uo 

:rear• 1es.-1ese IDoluelYe ftllllc1 all• .Jap1111 ,,7'17 tcm. 

and tbe 111alte4 Statee 53,680 toae, .. o~ed with 

aotual export. 1D ltst ot u.eaa toae to .Japua mc1 

57 ,,el to~u to u.. UBS.ted statea. W•1118 tor oOD• 

trolled re-uporta r.... tbe 111alte4 state• to soath 

AMrloa and t011t tM a.1oal OCIIltellt ot t&bl'1oatec1 a­

porta trca tbe 111alte4 state• tor other ~et1Dat10De, 

lt 1e DOt tbmFt that 1aM PI'OP08ec1 4pota would, 1D 

taot, r.Milt 1D UIJ ~tot the qlllllltltJ' aftll­

able t011t lllalte4 Statee ~et1o r.~ta • 

• 

• 
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81110!111 

~ .... Icc ••• , f$ ,_ 
DPI .. b1Je - !!1• 

111ft , .... t lft,lll "'·1811 tl'f • ., .Na 
1110 1.,110 ,. ... -.- u.eu.u. 
18A .... ,. ... ....... •.Otn.•n 
lt• a,,. lao .OM *·'" ...... 
1811 .... -,ON ue.aea 8.tta.u. 
lHI l'P.t~t ,.. .... 110,118 u.~.~ • 
181;1 17, .. .... ., ... ,o.r li.U7.-
1881 18.&81 1.aa.an NI•IJO •.au.u• 
181'1 lOl, .. '·011·711 IIO.,aa ............ 
1831 111, .. &fiWI, •• o11.oas u •• ,, .. 
18. lll,lalr •• ,.,.oM l,lt8 ... •. ,., . .., 

• 

. . . 
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TREASURY DEPARTMENT 

Cont1dtnt1al 

DATI J'ebruary 26, 1940 
To 8eoreta1'7 llorgenthm 

I'JIOM Captain Pul .. t on 

SUbJeot : atrplue Art1olee troa the Bureau o:r Ordnanoe, 
I&TJ Departaent, 
Jleterenoe attaobldt PrtT1oue Ke110randua on 
t&M eubJtot dated rebruary 19, 194o. 

l , I had a tu:r:ther d1touu1on with Rear Admirsl rurlong. 

Negotiat ion• haTe not yet been conoluded t or the eale ot t he 

surplue ordnance aattrial to 8Yeden. Rear A.dll1ral V1Jkllark, 

Royal 8wedith I&TJ, it repreeent111g the 8nd1eh GoTernaent , 

Negotiation• probably will oontinue today. To indicate the 

bargaine o:r:rered the 8wedee, the tolloving prioee are trPiOalt 

Springfield Ritlt, 
. 30 Caliber 

Levie Kach1ne Gunt 

Spare Barrele 

1g-inoh Torpedoee, 
lees varheade. 

Contact X1nee and 
Anohore 1n good con­
dition--old t7Pt, 

Unit Ooet 
Pr1oe 

t48.00 

200.00 · 

6.00 

3, 000, 00 
5,000. 00 

374.00 

Other artiolee are in proportion. 

Un1 t Selling 
Prioe 

$20.00 

50.00 

3. 00 

1,500.00 

35.00 

2. In add1 Uon • o:r:rer1ng tht old t7Pt a1nee WbJ.oh are 

very ettioient, tbl laTJ o:rtered to aakt the nevut o:r a1Dtt 
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aYailable at~er aanutao~ure. '-uniUon ot all ltlnda ia aoaroe, 
but the laTY offered ~o dater i~1 own deliYeriel in order ~o 
aasilt SWeden. 

CoDaen~ 1 '!'here oan be no doub~ that the la1'f hal 

gone tull length to help llntdea on the a1au11pt1on that ~hie 

material being aade aTa1lable tor SWeden Will enable SWeden to 
pass along theae or correapond1ng 1uppl111 to r1nland. '1'he real 

question rema1n1ng 1e bow to aake aure that auppliea turnhbed 
t o SWeden Will reach 1'1nland. 'l'h11 11 be7ond the proYinoe ot 
the NaTy Departaent. · 

}. SWeden hal a vell-denloped mn1t1ona 1Dduatr7 and 

manutactu.re1 an excellent ant1-&1'rcratt gun known a1 Botor'l 

lt-inch caliber. Adlllral Jl.lrlong 11 nry anxious to get one ot 
these tor e:xper1aent and hal aslted Adlliral WiJtaarlt ~o obtain 
one tor b.1a. I augge1ted ~hat we a1ght be able ~o help hla • 

• . 

• 
• 

'f. D. Pule1ton, 
Captain, U. S.l., Jle~1re4 • 
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ID!Jr : Hello . 

Oper a tor: Secretary Edison. Go ahead. 

Hl!Jr: Hello . 

Charl es 
Edison: Hello. 

!!!·!Jr: Henry l~orgenthau. 

E: Yeah. Hello , Henry. 

!!!'Jr: 

E: 

!!11Jr: 

E: 

tn!Jr: 

:; : 

E: 

H!'Jr: 

E: 

HVJr: 

How are you, Charlie? 

Pretty good. 

Charlie , I was our1ous to lmow how you were getting 
alonP, with t hat sale of surplus or naterial to the 
Swedes . 

Well - - you -- everythi ng but ships, you know. We're 
We 're working along with them all right only not on 
ships. 

No , there vas a list of, oh ••...• 

lfhaU 

There v as a list tha V I saw or Levie 111aoh1ne guns e.nd 
u.s. r ifles and all that kind or •• •• .• • 

Yeah. 

\lh1ch -s declared surplus by, .• • •• 

Yeah. 

•• • •••• Admiral Furlong. 

• 

• 

• 

E: Yell, there vas some 1tutt that - - that c&lll8 oTer tro• 
the Anay and we Ju•t gaYe r eleue on turn1eh1ng dellgn 
eo that they could get a wole lilt or etut't'. 

R!'Jr: No, 12111 11 lfaYJ' .arplul. • 

• 

•t, 
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E: 

!!!!Jr: 

E: 

~·Jr : 

E: 

t.. .. 'Jr: 

E: 

!1!' Jr: 

~'Jr: 

- 2 -

Yeah. 

And I may be wrong, but I don•t think that any of 1t 
is -- has been transferred t o the Swedes . 

l~o . I don•t think any or it has . 

Ah. • ••• • • 

!lot or our stuff. 

No , I ' m talking now or Navy eturr. I wondered if 
any of it was going to be transferred or sold to 
them. 

Wel l , I think an~ that they want. The last I talked 
to Bertil about 1t wae that I showed him that list 
and he wae interested in one or two items, and we 
told hi m that if he wanted any or t ha t stuff why we 
could find ways and means of doing it . So I've been 
waiting to hear from him. Now, somebody else may 
have heard from him; I oan oheok up. 

323 

~fell , I -- I have no way or hear1n~ except through you, 
you eee , with the President away. 

Yeah. 

And I - - I ' m - - I was intsreeted and I just wondered 
if any surplus stuff had gone to any ScandinaVian 
country. 

E: Yes. tfell , now •• •••• 

J:l!Jr: 

E: 

HliJr: 

E: 

!i''Jr: 

Could you - - could you find out -- would you mi nd lett­
ing me knoV'I 

No , all r i ght. 

'Whether any Army and ~lavy eurplue stuff has gone to 
either Norway, Finland or Sweden. 

Yes. Now I ' ll tell you -- I'll tell you what I know 
about it . Bertil, you know • .•••• 

Yeah, Prince. 
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The Prince. 

E: Yeah . How do you pronounce 1t -- Bert11' 

Ht!Jr: 

HJ!Jr: 

E: 

HY.Jr: 

... 
~ · 

!l:!Jr: 

E: 

H!!Jr: 

E: 

HI!Jr: 

Juet the same way, 

BertH . 

Yeah, 

\fell, he was in to eee ae and or course he was inte:r-eeted 
in getting some small boots , that is these motor torpedo 
boots, and eo we ' re making it -- making it easy for him 
to find Where to get boats. We ' ve put him in touch with 
the A~erioan Cor and Foundry and other -- other t hings. 
Then there ' s the question up now with the Finne about 
getting some boots t hat we are already building. Now 
there ' s 1n New Orleans the Higgi ns outfit is building 
tlto experimental boats f or us now , 

Yes • 

And they're very anxious to get those two boots. And 
Hi~ine tells ue that if we will take a delay of 90 
days in delivery they can give us a mueh better boat . 
Now ve •re vorltlng that one out , I think, for the Finns. 

Now, the question of welli ng them cruisers or any boats 
or warships, any Scandinavian countr y -- in feet , any 
country, t hat's Just out . 

\Tell , but .. .... 

Unless !t'e old Junk that ' s stri cken from the Navy list . 

But t hese U.S. 30 caliber ri f les anf t hese Levie 
machine guns ••• ••. 

Yeah, None or those, I'm sure , have been sold, and I 
called that to the attention or Bertil and he was in­
tereeted in one or two ot the item• but t hat seemed 
to be all. 

Vell, would you have any ob jection 1f -- if wa ebovecl 
that 11M to hooope, the Pirm • 

• 
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E: 

f!l-lJr: To the Finns . 

E: No , no . They've seen it , I think. 

ffi~Jr: 

E: 

H!·!Jr: 

E: 

They have seen it' 

I t hink so , but it's ner tectly all right to show it 
to thee. 

You ' d have no objections' 

No , no. 

tlell then it. - - it you have no objections I ' m going to 
ahow it to the - - to the Finns. 

E: Yeah , all rlgh.t. Go right ahead. 

ll!~Jr : 

E: 

ll!!Jr: 

E: 

ll!!Jr: 

E: 

i!l!Jr: 

::: 

::: 

!:: 

And tell them it they' re interested to get in touoh wi th 
you. I s that all r ight? 

That will be t ine. • 
Ia that all right? 

Yes . Now, it-- I tell you, I ' m sure that ~~at's about 
the latest word on any ot this stutt. 

Yea . 

But i t I t i nd any ditt erent I 0 11 call you, or do you 
want me to call you anyway. I'll call you anyway. 

It you don ' t mind. 

Yeah, all right . 

Thank you eo muoh . 

All r ight, 11r. 

Goodbye. 

Ooo4bye . 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 321-

INTI!:It..OFFlCE COMMUNICATION 

DAft l ebl'll&l'7 26, 194o. 

TO Secretary Morgent~ 

J.t 12: 15 to~ I telephoned Mr. Gr&T in the Office ot the Seeretar," 
ot State, I told him ot Secretary Morgentbau ' • interut in the aale ot 
ourplua articles tro11 the llur.au ot Ordnance ot tho l!a"7 Department to the 
s..-dhh GoTernment, repreaented by a miaaio.n now in thia countr,". Our 
information ~eated thAt there was perhapa eome del~ in conaummation ot 
the enlee under negotiation. In t he abaence ot Capt ain Collins, who repre­
tenta Secretary Morgenthau on the Inter-Departmental Committee dealin& with 
au.ch u ttera, I waa telephoDin& to aee vhether there wa any del~, and 
vbAt could be done to help the ai tuatlon. 

Mr. Gray replied t hat he waa not tiiGillar with t he queation , but vould 
pro~~ptl¥ find vho in t he Depart•nt vaa reeponaible tor t he negoti ationa, 
and either han that peraon telephone me, or he vould call me back peraonally 
t o gin .a enr,'thln& a ..... Uabla, 

Mr. Joaeph Green of the Department of State called me back at 2:45 t hla 
afternoon, atating that Mr. Gr&T bad r eferred .r 1nqu1r;v to him, a1nce he 
hnd to do with armament aalu. Green aaid that 1naotar aa the Department of 
State vaa concerned, notbin& bad happened 1n reprd to the Sved1ah ~nt 
necot1at1ona tor the paet two or three veeka. He atated t hat he underatood 
t be Svedhh ot !ieiala bad been nagot1at1n& directly with Secretary ot the 
llll...,. ldhon, who had eonaulted the Prea1dent in the praah ea. Green promhed 
to keep me intor...d 1t ~hinc ehanld deTelcp at the Depart...,nt of State i n 
rep.rd to the Swediah negotiation•, but be was coni need that t he proper 
place to '-rn tor current information waa to Secretary Edhon. 
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STRICTlY CONFIDENTIAL 327 
TREASURY DEPARTMENT 

INTER.OFFICE CO"'"'UNICAT10N 

TO Secretar,r Morgenthau 

r110w Mr. Cochran 

At 12:30 todq I telephoned Mr. Pineent. I aeked tbn.t , ae a peraonal 
!aYor to Secretary Morgenthau, he aacertain in otr1cteat confidence , thrcueh 
eebli~ London lf necona.%'7, the eXliCt atatua of David Xuns , eon of B. 1!. I:WIC, fonr.er !Unilter of !'inance i .n China. I let Pinoent knov that l!:UJ14 had been 
1n sooe aort of difficulty in China, &llegedl7 in connection vith radi o 
nctiYit i ee , and t hnt hia oeveral aecretariea had been put in jail and he waa 
being ahipped off to the United States t o attend Harvard. Pinsent aaid that 
he would aee if ~ information vaa aY&ilablo in the hbau7 here on the 
subject. It not, he vould cable London for ouch detaill aa aight be obtained there. 

In connection vith the aboye, I haTe called =7 friend, Penfield, in the 
Far Zaatern DiTiaion of the Departcent of State to inqui re casually vhetber 
t her e had been ~ recent repcrta to the Department of State 1n re~rd t o 
Dartd lCUJ14. Be had aeen a pre a a i te:~ in r ecent veeka, but had obaerved nothi~ 
else paul~ throUGh t he Far E&atern DiTiaion. Penfield doee not knov YOW1C Kung per sonally, but understood him t o be a •no good•. I also let P1naent 
knov thnt I had cleared vith the Department of State, but that the latter had 
no informa.U on on Kunc. .Al.thoueh the DepartDent of State vas villing t o 
request a report froa our Conau.l ~neral. at Bong E:oJ16, I told Pinaent that we 
preferred that ~ inquiry 1n Bo~ Kong be made tbro\l&h t he :Britiah. Pinaent 
hod obt ained no information thia noon from hia colle~ea i n the Embaaey here, 
except the ruaor that KUJ16 bad become involYed in aome vay in contorting vith 
t he en•CO'· Be promiaad to get a cablegram off to London t his afternoon. 
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STRICTlY CONFIDENTI~L 
TREASURY DIIPAR'nitDtr 328 

INI~ CCI WIUriCA'nON 

To Seon~_llor--'Ma 

PIIOM Jll". Ooollzsa 

I talb4 with tbe leoret&z7 a\ 4a20 oa Je'bl'Uol7 23, a4 -u .. e4 .w 
I oholll4 repl7 u eal'l.7 u poed'bll \o 'be ~ ..a. 117 Gnen.el' -.n-t­of tbe Je4eral hHJ"n 3111111: a& • ., Yolk - a.,. ace 1a rep.M to ~ n­
quat of a --.r 'balr: wUh re.peot to !aol41ac pl4 'IUI4Ir e-n: fOI" a 
print• 'bull: 1a •ol"'llf". I hlephou4 Gonnor J.not-•a otfloe a\ 4125 oa Je'bruar"T 2) , 'lla.t l&U'al4 that he WI 1a YaehtiiCtOD. I 414 aot eM tbe 
GoTornor here, eo lao 0&1114 • 'baok thh foreaooa. 

I tol4 Ooftnaor lranlloa that the ~ wu DDt 41epoll4 to 4IT1ak at pl"l .. at fi"Oa lh ti.D4 poltq of aot poZ'IIiUtac prhah 'bub to llol4 
pl4 UDder eane&n:, or to han A lahreot 1a eararltl4 pl4 1D. thh o-t17. In 1111Wr to the OOTII"IUir I e taqu117 &I to wether the 'bAle 1a q1111Uoa OCIIIl4 
appl7 tci the fr-.r)" for a lioeue, 1 lllfoi"M! h1a tbat thh we, of OCRIZ'Ie, poul'ble, lnlt thU nGh a repat woul4 "be reflaee4 1a tbe ot-taDDee. I 
hopo4 that the Ooftraor ooal4 •rel7 pa11 on 1llfor.J.17 to tbe taqUrer 'be 'frea8UJ71 1 pollUoa u abOTI l.a41oah4, -.4 tbat tbe •Uer woal.4 tbere reet. 

I proa1114 \be OOTeraor that 1t at - tllhn tiM there al&:ht "be a 
4llcuu1on of ext11141ac the ue of pl4, I woal.4 "be bepp7 to .u.tt hh 
propoaltlon for ~late ooul41ratlon. 

-

• • 0 

• 
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TREASURY DEPARTMENT 329 

DATa J'ebruary 26, 19llo 
TO Secretary Morgenthau 

Mr , Cochran CONFIDENTIAL 
The foreign exchaDge :arltet vaa featurele .. vlth the 'fOlwzoe of aterllllf> 

t r ananetione Claintained at about the uaual lnel for a tull ~ aeaaion. After 
bel114 ctuoted at 3·95-3/16 in Ametordaa, aterll])g IIOYed down in the !7ew Torlc 1:18rlcet 
to a low of 3. 94-7/8. On ao .. Japanese buy1llg of sterling, which doea not appear 
in the figurea given below, the rate improved to eloae at 3. 95- 1/4. 

Salca of apot st erling b~ the aix reporting banka totaled 1.565,000, fro• 
the following aourcea: 

By co~rcial coneerna •.•......•.••...••...••••...•• • 219,000 
:8~ foreign banks (Europe and Far Ee.a t ) , ............. L t ·OOO 

Total •. • L ,000 
Purchases of epot oterllng ar:1011nted to iollo5,000, aa indicated below: 

:By eo:DIDE!rcial concerns • •........•.•....•.•.•.... . . •. I. 329,000 
B~ foreign banko (South America~ Europe) • ••.••••. L 4b6,000 

To t al . .. 1:. 5 ,000 

The follorlng r i!'Oort1ng banks sold cotton billo totaling 1.35,000 to t he 
3riti oh Control on the baaia of the official r a te of h .02-l/2: 

L 27, 000 b~ the Nationnl City Bank 
5,000 by the Guaranty trust CocpsllOT 
2,000 by the Chaoe National Bank 
1 ,000 by the 3aak of Manhattan 

t 35,000 'l'o tal 

The other i~ortant curre~ciea cloard as follows: 

J'reneh frenca 
Oulldera 
Swha francs 
:3e~u 
C._udian dollaro 

.0224 
·5318-1/2 
.221J2-l/2 
.1690 
l}-11/1~ diocount 

Although foreign exc~ restrictions became ~ffective to~~7 in Swedao, 
oevartheleoa , the rate for the Swedish krona vao practically unehaDged ot . 2381 
bi d, ·2382-1/2 offered. 

The diocount for the Oa.ban peao narrowed to 7-ll/lfif. and the MexieNI peoo 
waa une hanged e.t .16 72. 
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1 1M J'e4en.l .. ,.... .._ ~ Ww tom pc t nt 70,000 hbo rt1 ........ tw u. ll&llll: ot LUna. 

Yo pvoh&M4 "• toUowlllc -h ot col4 troa tu oanubt -•-• ot the bub 11141oate4t 

$15,000,000 ln. tJ. Jut ot J'ruoo 
ln. \U ••t~wrlu48 Juk 
loW 

!U State Depan.ont tol'WU'le4 to 'U a oablo otatt.ac \Mt tb. Juqa.o hclonlo, 
Bei'D, ahlppot tor 1to on aoOOIIIlt col4 ftl11e4 at $1~1,000 to tM .. Uoul 01\7 1aa1t 
of lov York. !hll colt wlU bo ool4 to iU lJ. I. Aaaq Ott1co. 

1'u :totoral lleoerft Juk ot • ., York rocebot cableo trom tho I,J,S. 11114 tho 
J lletherlande lull: roquoU114 1i to appl)' tor a Uconeo to truoter approzlaatol)' 

32,000 ouncu ot col4 (about $1,125,000) trae I.I.S • .Account 12 to tile oooount ot 
the llethorland• Juk at tho :totoral lleeorn luk. I .I.s. Account fa h pl4 011M4 
'b7 t bnt i netituUon. !ho !roa81U'7 crantot pe:rahdcn to tu :totoral to aolto tblo 
tranetor. 

. In a report rocoln4 t~ tu J'otoral lle11rn 1&1111: ot low York ohowlnc to-
poll h t or accoant ot J.ala ao reportot b7 the Jrov York 116111Cioo ot J~~p~auo baaka 
on J'ebJ'U&1'7 21 , .uch 4opoolh totalot $39,770,000, an 1ncrouo ot $1,130,000 ollloo 
t he l ut roport u ot J'ob:na&rT 1a.. M lhlo •out, $2b,197 ,000 "I'Opi'OIODtot 4epoo1h 
rlt h the To~ 8poc1o lull: b7 ih bruchu lD Ohlna. 'Pho onrt:ratt on tu 110Gb 
of t he Tokchaaa 9poo1o Juk 11!. • ., York tor account ot 1h hoa4 ott1co 1n JllpD wao 
$SJ, 470,000, an inorouo ot $2,~,000 olnoo J'obJ'U&1'7 1~. 

!ho Lon4on t1xillc pr1co tor opot otlnr wao 2G-J/1&4 wchenp4, 11114 tor forward 
ellur, 2G-1/44, up 1/1b4. 'Pile lJ. 8. ~ftlonh vere 35·~ 11114 )5.851. 

Tu 11. s. oqldftlat ot tho la.ba7 price tor ellnr wao coae14orabl7 hlper 
to4a;r at ~.&u .. ~ to 39· 7U oa Saturd.q. 

lleJidT aliA ~·• aliA tho 'Prouu1'7'• price• tor torolp eUnr voro both 
uncbe.nco4 at )4-J~ aliA 35~ roopeoUnl;y. 

Yo lllldo llcbt purcbuu ot ellnr totallnc 509,000 ounce• under tile SUTor 
Pureb&ee .let. M t hh aaoa• 2)4,000 CIUIICI& repruentod aalee tree lnnntor;y b;y 
t vo rotWnc coltpUllu 11114 tu no.tntnc 275,000 OIIIICU ccnolltot ot nov J)I'OitacUon 
e11Tor troa Tar1oaa toroiCD OOUDtr1oe, tor to~ 4ol1TII'7• 

Yo aloe pvcbo,... 75, 000 - ot ollnr troe liM lank ot C• .. "• u4lr oar 
Hpl.ar 80Dthl7 acz"MMU • 

• 

co 

• 
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lra&ll'• hoaaMr belano• ot tra4o 111~ t:be laUod. 

ltatoa wu 1Ulta'nra'bl.a. !b1a 1a pro'llaltl:r the t1rat 

u .. 1n !Ua,or:r '"' tb1a haa oonrrod., "' u 1a lU.l:r 

~' 'he new a1 n&Uon 11111 oonUao tor the braUon 

ot the war. 

• 

• 

• 

• 

• 

Cl 

'" 
"' 

• 

. 
• 
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'freaau.., Depart.llent 
Divia ion ot Monetary Research 

To contu-. telephone convereetion1 

334 

The Seeretery stated over the t elephone that 
Seeretuy Hull bad telephoned Ilia to ~ that he 
(Seeretuy Hull) bad forgotten to ask Secretary 
llorgenthau at Yr. Welles ' request, ude before 
Mr. llellea lett tor Europe, that t he TreasUl"J 
take no action with respect to countervailing 

duties wbil.e Yr. Welles • as in Europe. 

liB. IHITS 
Branch 2058 - Ro011 208 
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Treaeury Department 

of Monetary Reeearch 

3/l/40 D&te .•.••.•..........••............. l9 

Kiu Cbaunc~ 

H. D. lihUe 

For the Secretary'• files • 

• 
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J'RCI(a Mer1oan Legation. Oelo 

io~a · 26 

DA!Ia Jebruar7 26, 1940 

336 

!he lorngian rore1gn Off1oe hae aDnounoed that 

loi'Vq h&e oonolu4o4 wartai trade a8l'••ente Y1 th 

Great B:r1 ta1n &114 Gel"'l&&l7 but tho a31'e011ente Y1ll not 

be publ18hod. We are 1Drol'lled that a ~oo1el f1nano1el 

a8l'••ent Y1ll lie reached betnen tho oentral bank of 

Jloi'Vq &114 the oentrel bank of Ch-eat Britain. 'rhle 

~eaent Y1ll be e1.a1lar to the one oonoluded betnen 

lnden &D4 lngland. We are tr)'1ng to eecure further 

1u,fol'III&Uon &114 Y1ll oable tho D~aent 1lhell there 

1e &nTth1ng further to report. 

lWUUlWf 

• 

-
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SUBJ:10!1 fraupcrtaUon lloutea \o China, 

!be BoD.Or~l• 

!be Sacra tar;y ot S ia te. 

V aah111,tton 

Slr1 

337 

I haTe the boD.Or \o r~er \o rq deepatchea DOl. Ill Gil 1!5, 4ah4 J~ 11 
Gil 18, reporUDC rq coDTVaaUou wUh Mr. M,:l,llheahan, a _,\or traffic apert, Gil 
w rq4eapaich ao. 50, 4aie4 JUJU%7 30, 1911<>, ~iliac ~lou reporh u \o 
trcaporiaUon rout .. troa I114ooh1M \o Chill&. In cod1,..tion of tboae 4eap.tchea, 
I w.arbe a report which Mr. Sheahan h UJid ... awo4 to haw -.!e to the Sial14ar4~ 
Vacuu.. 011 Co~ at !ltn&I'»IIC ~cliahlT prior to hla 4.epllrtare tor the 1111Ue4 
SiatH on J'ebruary 9· b the aab, Mr, Sheahan'• report colltlru the op1111ona 
&114 neva exprene4 ln rq prerloua 4eapatchea. 

Mr. Sheahan 1a DOt optlaletlc recar41D& thepoaalbllltlea of the CaobeDC road, 
conalder1mc thia road cl&Qgeraaa an4 lla1te4 troa the operatlona at&Ddpolnt and 
wlnarable to Jape••• boab1~~g tor~•· !he Chinen OoTer!IJiellt h, bovenr, con.­
tlmlnc t o work on thia roa4 u a hl!)orar;y rou te owr vbfoh a certala _, ot 
trattlc vlll tlow, chief!¥ to IY&IIC81 an4 lwelcbow• !Ia 1a .,re opUalaUc u w 
the In4och1~~&-l'wman l!all~, be11eT1JIC thet uple r eaerna ot repair •terlala 
at ~lou pointe alomc the rallw~ (the Mt ... lala collecte4 'b7 the ChluN GoY~ 
&l'llaellt troa other rail~ 1n Oh111a eD4 DOW awre4 at llonc!a>~~g and l!alpbonc) 
and bpro ... d. uti-ucr~t at 't"'llur~l• pointe rill lceep ~tic lnternpUou 
rithin a allli.aa. !Ia h cont14•t that the rallw~'• equlp•nt, acb ot whloh 
1a ot recent arrl?al, rill e~le a theoretical .,atbl¥ \o~~.~~age ot •ut 28 
thouaan4 tou ~ unalmc that the rallv~ operat .. at h1cM eD4 the Ohl~~&ae 
GoYil':IMilt cr&~~C&• the lou of auttlolct tralne4 MD. Mr. Sheahan h DOt 
O'Oer ly optiahUc u to the liar-. road, -UoDlDC perUculerlT the 41ttlC!Ial~ 
Uea of t he ral117 a euon end. the adreDely hlcb coat ot triUliPortaUon. !hi a 
roa4 ahoul4 be uae4 tor the truaportdlon of purely 1111Har;r auppll .. (which 
C&1111ot be trual tted aero•• IJidoohlna) eD4 &I a laat reaport , 1f other - of 
trNlaporiation tall . l!a conlid ... a thet the beat proapect ot lnoreaatnc the 
trcai t of I'Ql!Pll•• \o China reate ln the deYilopMnt of a road troa the 
frontier northward• to IDDa!nc, thla road Mltlnc the rall~ at Y&rioua polnta 
&114 time belnc utllil~l• 1n tl>e ewnt ot railway trettlc 1nterrvpUolle, ID 
pneral, t hh road rill follow the orlc1nally propoae4 -then route ot the 
I114ochlu-l'wmu l!allYIIOT ~ the hench h&Ye alreadT ae4,. the original l'llr1'17 
pU.U a"Yallable w the CblMu Ooftl'llll•t eD4 won: boa a tarted on thla road. 
Ita COI!)leUon h, ot coune, ~ .,nthe ew,r, 
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llr. nrt abe _, ....... pnpeee& b•pn\lu fd - .a.rw tr...,.n 
hpar._, ill U.. Oll1u tr...,.n ONperaUoa, \o trNlop tile \J'..,.r\ 1f IMilial 
npplle1-, alzplae. law alla, \h11 prope1e& 'UI4er\Uiac vu noea\17 -ueae& 
\o • -, llr. '· T. ~ •• ne.era1 1MreU17 at tM •uoaa1 Oea\J'el Oe..t1aloa at 
Ll .. U J'ule, tlbo r-at U.\ tw CoMor plaM1 ar1 aftllaltle for tile pvpo11 
al *-' o\bll' pluM will 'lie pvohuet. llr. Ollea aMet ._,, al ..... U. 
bltlal \J'aUpel'tatlea 011te an ~. \bll'e vnl4 'Ill Ule --uv of liM 
laatace M4 len, t!lol11 'llalac utu rl7 ~ <- 1 .............. Mtt.aw • ac11. 
u 20 per -t) oa 1'Nil b"n.,ana\loa, 

liMe llr. S!lol•..,'1 nMilll1a at Ule &'11oft r.,art, U. llta.aUoa la rnacet 
••ar1 -. haft elte•ce&, al~ oa17 J"'IJJIn "' J"'IJJIl'l coatu.tac I"UUl'l an 
o'btalllll'llll 1a Buol, 'UI4 u wul4 ~- tlla\ tile ro011ptva ct leaaiac 'll;r u. 
Ob111.111 h a 'bare pood'bUU;r. It tbio obo1&14 oo• to pue, tile r .. toraUoa of 
tile Doac ~ alpt follow, t.bu eolrlac .-;,. of Olllaa'• truapor\oUoa 

pro'bl-. 

OIIAILSS 8, IIIII II, , 
~loaa Coa.nl' • 

. · 
Ia 4.uplloaw to tile J~.p•••• {Or1&1Ml '117 air aaU) 
Copt• -. ....,_1;r,Ohe;tac .at Palpb& 
CoplM \o Coanl&MI Q ..-.1, •arac .a4 lbnp-t 
()oplM to CoenhMa, lloarrtac alll Sal ... 

. ' 
• 

0811011' 

• 

• 
• 

• 
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